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Eve-opener 

Full credit goes to Business Today 
for very clearly bringing out the 
role played by black money in the 
election process of the biggest 
democracy of the world (Economy 
vs Democracy, April 27) and 
exactly it is employed. Some 25 
vears ago, when I was a manage- 
ment student, an elderly person 
observed at a conference: "What 
good is economic development 


Ifs and Buts 


when the amount of black money 
in India is a mammoth 1500 
crore.” Today, that figure may 
seem to be ludicrously small, with 
the parallel economy keeping pace 
with economic growth of our 
country. In fact, some of the statis- 
tics mentioned in your feature 
were eye-opening. It is true that 
black or white — it is the money 
that makes the economy go. 
Shankar Sahay, New Delh’ 


Money Power 

Your Election Special article, 
Economy vs Democracy, has 
brought into focus the problems, 
procedures, and practices that go 
on and confront our elections. It 
could also have been called “de- 
velopment vs democracy”. It has 
elaborated very well how money 
power works, raising many que- 
ries. Can the big corporate houses 
buy up a major political player to 
do their bidding? Will that change 
the country's direction to a new 
form of development: But which- 
ever party or coalition forms the 





One hopes the optimism exuded by Business Today in its Election Special ( April 27) contin- 
ues after the poll results are out. However, there are a few ifs and buts. Food inflation is 
the greatest worry at the moment. In 201 3/14, we had excess rains and it is said there 
can be an El Nino effect this year. The government has to clear up the coal block allot- 
ment scam. so that enough coal is available for power generation and steel production. 
l'ixing the gas price has to be done fast. And. it is time one looks closely at what the 
MNREGA has achieved (Labour in Vain, April 27). No one has told us what types of assets we 
have acquired through MNREGA, how many rural roads have been constructed or 
repaired, how many tanks and canals have been repaired or constructed. Again, what steps 


government, it will have to 
"reboot the economy”. 


Jacob Sahayam, Thirivananthapuram 


Best Decision 

The best thing about UPA-II gov- 
ernment was the appointment of 
Raghuram Rajan as the new 
Governor of RBI ( Bracing for 
Challenges. April 27 ). 
Unquestionably, Rajan is the best 
person to head the RBI, when glob- 
ally all major economies are pass- 
ing through a turbulent time and 
the Indian economy is obviously 
no exception. The clarity with 
which he executes his strategies 
for achieving his goals is simply 
amazing. With Rajan at the helm 
on Mumbai's Mint Street, the 
Indian banks and economy can 
definitely bounce back within a 
few years from now. There are 
already sufficient indications of 
this available in terms of the rupee 
appreciating after a steep fall and 
a surge in forex reserves. 
Srinivasan Umashankar, Nagpur 
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have been taken to maintain them? No doubt Keynesian economics is good, but we are not in 
a position to dig a pit and close it throwing away good money. — G. Venkataraman, Mumbai 
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nflation on the uptick. Contracting exports. Sluggish in- 






quarters in the January-March months — is not good news for a world still deal- 
ing with the long tail of the 2008 financial meltdown and subsequent recession 
in parts of the western world. That Beijing is trying to ease the economy into “a 
balanced and sustainable growth path", as the International Monetary Fund 
(IMF) noted in its World Economic Outlook earlier in April, is of little cheer to 
analysts and economists. The question is whether China will be able to keep its 
growth high enough to prevent its internal debt situation — private debt in a 
nation traditionally of savers is at nearly two times GDP; in India it is more like 
one-eighth — from dragging it down. And, now a new risk is emerging on the 
horizon: China's exports, about one-fourth of that country's $9.4 trillion GDP, 
have suddenly plummeted. To be sure, some ofit is due to the appreciating ren- 
minbi but exporters there — as well as in India (see page 28) — are talking about 
softening demand in export markets. 

Odd, as it stacks up against the IMF's prediction of 
stronger global growth this year from the last, which is 
expected to be led by the US's 2.75 per cent. There may 
be a clue in a seldom-watched leading economic indica- 
tor. The Baltic Dry Index, built from the cost to move 
freight such as coal, grain, and iron ore across oceans, 
has shed nearly 60 per cent since its end-vear holiday 
season peak in December 201 3. Futures on the index 
are down, too — indicating the outlook for global trade 
is not in the positive territory. Obviously. it's not a clear 
shot from where we sit, but the Indian economy looks 
more vulnerable in the coming months and quarters than is made out to be. 
A bad monsoon, as private meteorological agency Skymet predicted recently, 
in a world of slowing global demand, for instance, can lead to all kinds of things 
like a fisc out of control and a ratings downgrade — a nasty surprise for the next 
Indian prime minister. 

Yet. as the general elections roll on, the markets continue to be the punter's 
delight. In the latest edition of the BT Morningstar Survey of fund houses, nine 
of 10 respondents expect GDP growth to rise to between five and six per cent in 
a year's time from a sub-five per cent expected for fiscal year 2014. They predict 
that the rupee will strengthen, Sensex will trade between 23,000 and 25,000, 
and foreign inflows will rise. An overwhelming majority predict a National 
Democratic Alliance government and in the event of a fractured mandate, they 
predict the markets will fall 1 5 per cent at least. (Read Mahesh Nayak's story on 
page 90.) Key to that outcome is how Uttar Pradesh votes. Shweta Punj travelled 
to the state with a simple question: what holds back a state that sends 80 of the 
543 elected members of the Lok Sabha? Read her answer on page 48. The big 
and meaty read for you this issue, of course, is on the cover. In the high-decibel, 
with-the-herd world we live in, we often miss subtle movement even if it is big. 
In the 3250,000-crore telecom services market, Bharti Airtel and challenger-in- 
waiting Reliance Jio are seen as the two big players to watch out for. The change 
at Vodafone, India's largest wholly-owned MNC unit with revenues of 337,1 30 
crore, and how it has slowly glided into a strong position has not been noticed. 
Until now. Read Sunny Sen's well-chiselled story on page 54 on why Vodafone 
is the telecom operator to watch out for. 
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In a short span. this Tata 
Group retail arm has 

begun to rival the big boys. 
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Paints wants to become a more 
consumer-oriented brand. 
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Falling Short 

BITS Pilani professors. A.K. Sarkar (pic) 
and S.K. Chowdhury on why many 
engineering graduates find it difficult 

to land jobs. 
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Ajita Shashidhar explains why the Star-Zee joint 
venture in distribution is being disbanded. 
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"Graduates today are doing 
much more than what 
previous batches did" 
Shalini Pillay, Head of People, 
Performance and Culture 
(PPC) at KPMG, talks to 
Arunima M 
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emerging markets” 
Markus Schomer, 
Chief Economic 
Strategist at 
PineBridge Invest- 
ments, speaks to 
Mahesh Nayak. 
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“Indian companies will have 
to elevate their status from 
low-cost producers to 
innovative businesses” 
Anurag Gupta, 
Partner. 
- Accenture India, 
- in conversation 
with Sarika 
Malhotra. 
businesstoday.in/ 
accenture-gupta 
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Taslima Khan on 
how Indian chat 
applications are 
coping with their 
new challenges. 
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CHANGING TIMES 


“Unusual 
times call 
for unusual 
measures.” 


Deepak Parekh, 

Chairman, HDFC, in a column in 
The Times of India that conveyed 
his support to Narendra Modi 


PERSON OF THE FORTNIGHT and the BJP's manifesto. 





It is deal season for Ajay Piramal, whose Piramal 
Enterprises agreed to buy a 20 per cent stake in 
the unlisted Shriram Capital for $ 3 34 million, 
strengthening its presence in financial services. 
Days earlier, he raked in 33,000 crore — a 51.7 
per cent return on investment over two years — by 
selling his 10.97 per cent stake in Vodafone for 
18.900 crore. Sensex stocks over the same period 
would have yielded a return of 24 per cent. 





OPEN SESAME 

Very few companies in 
the world would be 
making a $1.4 billion 
profit in a single quarter 
on revenues of $3.1 
billion. Now we know that 
one of them is Chinese: 
Alibaba, which dominates 
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TAKING STOCK online shopping in China. 
Is the market falling in love with Adani? The revelations come 

It may have a good reason. The thanks to Yahoo, the 
group's three listed companies — Adani ANC airs MISC 

5 ( ups! Aree us — CC pal £ A a 439.25 internet giant, which 
Enterprises, Adani Ports and Special ITAPR.20M OWNS 24 per cent of 
Economic Zone, and Adani Power — have Alibaba. As The New York 


Times says, Yahoo has 
provided, from time to 
time, the only peeks into 
Alibaba's finances. That is 
about to change, now 
that the Chinese 
company's initial public 4 
198.25 —— 
17 APR. 2014 Offering is on the anvil. 
The share sale is likely 
to value it at $130 billion. 
The figure has grown 52 


been in a sustained upward spiral since 
September 1 3 last year. By happenstance, 
Narendra Modi was declared the BJP's 
prime ministerial candidate that day. 
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nel 52.10 times since Yahoo first 
36.15 | I7 APR. 2014 ought into it nine years 
13 SEP. 2013 ago. No wonder it has 
been the brightest spot 
Source: AceEquity — WillAdani Enterprises Ltd. II Adani Ports and Special Economic Zone Ltd. lll Adani Power Ltd. in Yahoo's performance. 
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Rent owed every month by AAP's Arvind Kejriwal to * 


the Delhi government for his Central Delhi accommoda- 
tion. His IIT batchmates chipped in and paid the dues. 
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UPFRONT 


News Digest 





Former US Federal Reserve 
chairman Ben Bernanke 
has a message for the next 
government in India. 
Backing Reserve Bank of 
India Governor Raghuram 


Rajan, he said an 
independent and 
responsible central bank is 
central to the success of the 
Indian economy. However, 
he countered Rajan's 
critique of the spillover effect 
of US monetary policy. 
and his call for greater 
coordination between 
central banks and the 
creation of a “safety net”. 


More than which political 
party takes control after elec- 
tions, it is the direction and 
pace of policy reforms in 
India that will have a bear- 
ing on the sovereign rating, 
Standard and Poor's rating 
agency has said. 


The International Monetary 
Fund said it expects India's 
economic growth to move 
up to 5.5 per cent in 
2014/15 and 6.25 per cent 
in 2015/16 due to favoura- 
ble demographics. 
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Diageo Pic, the 
world's largest 
distiller, has offered to 
pay $1.9 billion, at 
13,030 a share, for an 
additional 26 per cent 
stake in United Spirits 
Ltd. If successful, Diageo 
will own 54.78 per cent 
of USL, up from 28.78 
per cent. India's liquor 
market is poised for 
strong growth, including 
in beer, where volumes 
are expected to grow at 
a rate of 10 per cent in 
the five-year period that 
started in 2012. 





India's largest IT 
exporter TCS reported 
fourth-quarter results 
that were broadly in line 
with expectations. The 
management sounded 
confident of a far better 
year ahead. The 
company's net profits 
expanded 2.3 per cent 
sequentially to 15,297 
crore or 127.04 a share. 
In the fourth quarter, it 
became the first Indian 
IT company with more 
than 300,000 
employees on its roll. 





Lupin Pharmaceuticals 

has recalled 9,210 
bottles of its infection 
prevention drug Suprax 
in the US market. The 
recall is the second for 
India's fourth-largest 
drugmaker by sales, and 
follows a recall of nearly 
65,000 bottles from the 
US in January last year 
because of discoloration. 
The recent recalls, 
including from Ranbaxy 
Laboratories, Sun 
Pharmaceutical 
Industries and Dr. 
Reddy's Laboratories, 
come amid increased 
US Food and Drug 
Administration scrutiny 
of medicines produced 
in India, which supplies 
about 40 per cent of 
generic and over-the- 
counter drugs sold in 
the US. 


The Supreme Court has 
ruled that the Comptroller 
and Auditor General is em- 
powered to examine the ac- 
counts of private telcos. The 
judgement has far-reaching 
consequences, especially for 
Bharti Airtel, Reliance 
Communications, Vodafone 
and Idea Cellular. 


Banks sold over 110.000 
crore of bad loans to asset 
reconstruction companies in 
March alone. Banks have 
recast nearly a {1 trillion 
worth of loans in the past 
financial year. 


Corporates and banks have 
hit the international debt 
market with renewed inter- 
est as domestic interest rates 
have stayed high. They have 
mopped up $5.6 billion so far 
this year. Last year, India Inc 
raked in $16 billion. up 60 
per cent from 2012. 


The Election Commission 
has asked the Central Board 
of Direct Taxes to cancel the 
income tax exemption given 
to political parties which 
have failed to meet the dead- 
line for submitting their ex- 
penditure contribution re- 
ports. The EC has reported 
instances of parties failing to 
submit details of contribu- 
tions of more than 120,000 
received by them for the 
2012/13 financial year. 
The deadline for submitting 
these details was September 
2013. 


No-frills airlines Spice]et 
and IndiGo have merged 
fuel surcharge with the base 
fares to simplify fare struc- 
ture. 


Celebrities are taking 

the Indian football by 
storm. Sachin Tendulkar 
(Kochi franchise), 
Sourav Ganguly 
(Kolkata), Salman Khan 
(Pune), John Abraham 
(Guwahati) and Ranbir 
Kapoor (Mumbai) all won 
bids for the Indian Super 
League, to be held later 
this year. 


Bangalore-born Vijay 

Seshadri has won the 
2014 Pulitzer Prize for 
poetry. Other recent 
Indian winners include 
Jhumpa Lahiri, Geeta 
Anand and Siddhartha 
Mukherjee. 


Microsoft is the most 

attractive employer 
for the fourth year in a 
row in India. IT, telecom 
and ITeS are the sectors 
most preferred by the 
workforce, according to 
HR services firm 
Randstad. 


China's expansion 

moderated to its 
weakest pace in six 
quarters. Gross domestic 
product rose 7.4 per 
cent in the January-to- 
March period from a 
year earlier in the 
world's second-largest 
economy. Industrial 
output and fixed-asset 
investment trailed 
projections. 


Wholesale Price Index- 

based inflation 
rebounded from a nine- 
month low of 4.68 per 
cent in February to 5.7 
per cent in March. 
Inflation for fuel and 
power galloped to six- 
month high of 11.2 per 
cent in March from 8.8 
per cent in February, 
while inflation for 
manufactured products 
rose to 3.2 per cent in 
March 2014. 
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USD 180 mn / EUR 58 mn Dual Tranche Loan Facility 2013 - 14 


“We are pleased to receive this prestigious award for the second year running. 
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Other leading Development Finance Global Institutions have also reposed their commitment in YES BANK 
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Finding a Cure 
Ranbaxy is Sun Pharma's 17th acquisition, and by far its biggest to date. 


What will it take for Sun's founder, Dilip Shanghvi, to turn the troubled 
major around? By E. Kumar Sharma 
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Interview with Sun Pharma Chairman Israel Makov £——; 
businesstoday.in/sun-ranbaxy pss 








Balanced Global Footprint 


Pro forma sales for calendar 2013: $4.3 bn 
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SUN PHARMA 


Note: ROW = Rest of the world 


n the wee hours of April 7, news broke that Sun 

Pharmaceutical Industries Ltd would acquire 

Ranbaxy Laboratories Ltd for $3.2 billion, or 

roughly 119.286 crore (the deal size is $4 billion if 
you factor in Ranbaxy's $800-million debt). The land- 
mark deal makes Mumbai-based Sun Pharma not only 
the country's largest drug company, but also the world's 
fifth largest speciality generic drug maker with revenues 
of $4.3 billion. That is just half way, in terms of size. to 
the global generics leader Teva. the role model of generics 
companies worldwide. 

What set this all-stock, no-cash deal apart, at least 
financially, was this equation: Japanese pharma giant 
Daiichi Sankyo's 63.4 per cent stake in Ranbaxy was 
equated with a nine per cent stake in Sun. In 2008, 
Daiichi Sankyo took a big bet in generics when it bought 
into Ranbaxy, based in Gurgaon, near Delhi. Ranbaxy's 
market cap today is $3.2 billion. The deal has made 
Daiichi Sankyo the second largest shareholder in Sun. 

The man of the moment is Sun's founder, 59-year-old 
Dilip Shanghvi. The commerce graduate embarked on 
his entrepreneurial journey in 1983 with a small factory 
in Vapi, Gujarat, to make tablets and capsules. aided by 
a marketing team of just two people. 

To acquire Ranbaxy, instead of paying cash he lever- 
aged Sun Pharma's market capitalisation. G.V. Prasad, 
Chairman and CEO of rival drug 
maker Dr Reddy's Labs, describes it 
as “a smart move", and adds that 
Sun Pharma now has a good pres- 
ence not only in India but also in 
emerging market. He notes that 
"Ranbaxy is a low-cost acquisition. 
as its peak market cap was much 
higher" than it is now. He adds: 
"Sun has the ability to acquire dis- 
tressed assets and turn them 
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increase in Suns share 
price 10 days after deal 
($624.30 on April 17) 





COMBINED ENTITY 


Source: Sun Pharma 


around,” he says. “They have done this with Taro 
and Caraco." 

Sun acquired Israeli company Taro Pharmaceutical 
Industries for around $250 million in 2010. It gradually 
increased its stake up to 100 per cent in US-based Caraco 
Pharmaceutical Labs from 1997 to 2011, for a total 
value of around $ 260 million. 

In his April 7 conference call with analvsts, just after 
the deal was announced, Sun's Shanghvi referred to his 
company's acquisitions since 1995/96, saying: “We 
acquired Taro in 2010, and from an EBITDA [earnings 
before interest, tax, depreciation and amortisation | of less 
than $100 million, we have in the last three vears been 
able to reach an EBITDA of close to $400 million... with 
almost no change and the same people... by running the 
business with a clear focus and running it efficiently." 

But Ranbaxy will be no cakewalk. The value of the 
latest deal is more than all of Sun's 16 previous deals put 
together, and Ranbaxy's problems are serious. Daiichi 
Sankyo, which coughed up $4.6 billion for its stake in 
Ranbaxy in 2008, announced in January 2009 that it 
was making a $ 3.8-billion write-down. It was to record 
a valuation loss and a one-time write-down of goodwill 
on its investment in Ranbaxy for the quarter ended 
December 31, 2008. In a note on January 5, 2009, the 
Japanese company said: "On a non-consolidated basis. 
Daiichi Sankyo plans to record a 
non-cash valuation loss of 359.5 
billion yen [more than 121.210 
crore today] on its shares in 
Ranbaxy in its fiscal third-quarter to 
reflect a more than 50 per cent de- 
cline in the market value of these 
securities versus the purchase price." 

To make things worse, it was 
around this time that problems with 
the US Food and Drug Adminis- 
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Sanjiv Kaul, 
Managing Director, 
ChrysCapital Investment Advisors 
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tration (FDA) began. 
Ranbaxy was pulled up for 
several violations in good 
manufacturing practices. 
Its reputation took another 
severe hit on March 1 3, 
2013. when the Us 
Department of Justice an- 
nounced that it had 
pleaded guilty and agreed 
to pay $500 million to re- 
solve allegations of false 
claims, manufacturing vio- 
lations, and false state- 
ments to the FDA. The US 
authority has placed four 
of Ranbaxy's key plants in 
India under an import ban 
that could last another 
year or two. Its EBITDA 
margins are now around 
10 per cent, in an industry 
where most players’ mar- 
gins are 15 to 25 per cent, 
Sun Pharma's own is 40 
per cent. Of course, Sun it- 
self faces regulatory chal- 
lenges: in March, the FDA 
imposed a ban on imports 
from its plant in Karkhadi, 
Gujarat. 

So Sun Pharma's chal- 
lenge in the Ranbaxy deal 
is not just financial. but 
also one of regulatory 
compliance. Soon after the 
deal, Shanghvi said he ac- 


quired Ranbaxy because of 


the "overall business 
value” of the deal, rather 
than its "one-time costs" 
and losses incurred on 
hedging on the dollar. He 
says his decision was 
driven by the "underlving 
business in India and 
emerging markets, and its 
robust pipeline and profit- 
ability". 


Research analysts Anubhav Aggarwal 
and Chunky Shah at Credit Suisse, in a report 
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# |t now has a presence 
in all therapeutic 
i deus thanks partly 
to Ranbaxy's over-the- 
counter brands such as 
Volini and Revital 


It is the top Indian drug 
company in the US, with 
revenues of more than 
$2 bn, a pipeline of 184 
ANDAs* (including first- 
to-files such as generic 
versions of Diovan, 
Nexium and Valcyte). 

It also has Ranbaxy's 
dermatology strengths 


= All-stock deal does not 
use up cash on Sun's 
balance sheet, but 
instead leverages its 
market cap 


= Sun will be in the top 
spot in 13 therapy 
segments in India, up 
from seven today 


= Sun gets strong 
exposure in fast- 
growing markets such 
as Brazil, Malaysia, 
Russia, Romania and 
African countries 


= Sun must raise 
Ranbaxy's EBITDA 
margins from 1096. The 
industry average is 
15-25 per cent and Sun's 
margin is 40 per cent 


"ANDA is Abbreviated New Drug Application 
filed for US regulatory approval to launch a 
generic of an existing approved drug. The first 
generic drug maker to file for approval also 
gets 180 days of market exclusivity 


published soon after the 
acquisition, point out that 
positives include a better 
geographical presence for 
Sun, a better over-the- 
counter portfolio in India 
and other countries, and a 
dermatology franchise in 
India (55 per cent of 
Ranbaxy sales). However, 
they also highlight nega- 
tives that Sun must watch 
carefully, such as high ex- 
posure to Western Europe 
and the high dependence 
of Ranbaxy's profits on 
Absorica (an acne treat- 
ment from 
Canada-based Cipher 


licensed 


Pharmaceuticals, which 
Ranbaxy has been market- 
ing since 2012 in the US). 
They say Ranbaxy's prod- 
uct could lose its edge to 
increased competition in 
generics from March 
2016. They also note that 
Ranbaxy's sales growth, 
margins and returns are 
lower than those of Sun, 
and that Sun's pay-back 
period on Ranbaxy is likely 
to exceed six vears. 
Therefore, they note, Sun 
would have to wait longer 


before making any other 


acquisitions. 

Sanjiv Kaul, Managing 
Director at ChrysCapital 
Investment Advisors, who 
worked at Ranbaxy before 
2004 and knows the com- 
pany well, says the deal is 
in the best interest of all 
three companies — Sun, 
Ranbaxy and Daiichi. 
Ranbaxy, he says, is “fi- 
nally, at long last, getting 


direction and a strong leadership, which was 


missing for the last 10 years”. Daiichi, he 
says. found the “face-saving exit” it was 


. Hospitality as legendary 
as our landscape. 


Warm hospitality. Friendly service. Fine cuisine. It's easy to fall in love with Switzerland - 
before you even catch a glimpse of the Alps. For bookings and inquiries about daily nonstop 
flights from Mumbai and Delhi to Zurich call 1-800-209-7240/(022) 6713 7200, contact 
your travel agent, or visit swiss.com 
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The World's Fifth-Largest Speciality Generics Company 


Worldwide generics sales in 2013 (S billion) 
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Kiran Mazumdar-Shaw, 
Chairman and Managing Director, 
Biocon 
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looking for. And Sun Pharma, he says, “has 
bought a good asset at an attractive valua- 
tion... the very fact that they have bought 
the asset at virtually half of what Daiichi 
paid eight years ago shows the strength of 
the bargaining power and diligent eyes of 
Dilip Shanghvi". 

So what can he do to salvage it? 
Conversations with analysts have under- 
scored two broad concerns. One is how Sun 
will leverage Ranbaxy's pipeline of approved 
drugs (or those in the pipeline), given that a 
regulatory turnaround could take a couple 
of years. 

And the second is how Sun, now a global 
company, will handle cultural issues. In his 
April 7 conference call with analysts, 
Shanghvi said that "global companies need 
to be able to manage different cultures and 
produce results... some basic human traits, 
which ultimately lead to performance are 
common [to all]... We have seen that every- 
body wants to be part of a successful team 
and is prepared to work hard to achieve that, 
if they are given proper direction, support 
and encouragement... this is no different 
with Ranbaxy”. 

But there are larger issues at stake in this 
deal. ChrysCapital's Kaul says: “Ranbaxy has 
seen individual creativity and entrepre- 
neurial culture change to a systems orienta- 
tion under Daiichi, with its people caught 
between the two todav." This, he says, makes 
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it different from, say, Taro, where cultural 
differences were the result of geographical 
peculiarities (and which was also a much 
smaller acquisition). 

Then, he says, there are “management 
competencies that Daiichi itself was not able 
to address...Sun, for instance, will need to 
rationalise manpower at Ranbaxy, as 
Ranbaxy needs affirmative leadership now." 
Some in the industry joke that the best inte- 
gration would be possible if Shanghvi could 
bring Sun's operational efficiencies to 
Ranbaxy, and Ranbaxv's pay scales to Sun. 
On a more serious note, it is a matter of con- 
cern how Sun will achieve cultural integra- 
tion with Ranbaxy when many in the com- 
pany draw lower salaries than their 
Ranbaxy counterparts. 

In her reaction to the deal, Kiran 
Mazumdar-Shaw, Chairman and Managing 
Director of Biocon, told Business Today: "It is 
an important development because it con- 
solidates the pharma industry, and is a win- 
win for Daiichi and Sun. Sun enjoys a very 
strong reputational credibility and it gives 
the hope that they can actually start rebuild- 
ing Ranbaxy's brand equity." The key task 
ahead is clear, as Credit Suisses Aggarwal 
and Shah point out: “Turnaround at 
Ranbaxy requires successful execution of a 
complementary portfolio.” # 
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Iconic hotels. Legendary hospitality. And a chance to own an equally 
iconic Harley-Davidson®. The Oberoi, Bangalore and The Oberoi, 
New Delhi each, in collaboration with Harley-Davidson® bring you an 
opportunity to win Harley-Davidson® Fat Boy® motorcycles, as well as 
luxury holidays at our award winning resorts. The offer is valid for stays 
between lst April and 31st August, 2014. To know more, please visit 
www.oberoihotels.com/iconicoffer or call 1800 11 2030. 
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FOCUS Retail 


In the Crosshairs | 


Why the future of FDI in multi-brand retail looks 
bleak after the polls. By MANU KAUSHIK 
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India next: A Tesco store 
in London 


SEVERAL n the first week of April, the Bharatiya 
STIPULATIONS IN Janata Party (BJP) released its election 
THE EXISTING manifesto. The document confirmed the 
FDI POLICY ARE party's opposition to foreign direct investment 
EU LE (FDI) in multi-brand retail. This came close on 
FOR GLOBAL the heels of the Aam Aadmi Party also declar- 
RETAILERS ing its opposition to the ruling Congress's 


showpiece reform. Indeed, among major po- 
litical parties, Congress now remains the sole 
supporter of the policy. 

A contentious proposal to begin with, its 
fate now depends on the electoral arithmetic 
after the general elections. Rachna Nath. 
Leader (Retail and Consumer) at 
PricewaterhouseCoopers India, 
savs that the whole issue is now 
dependent on the number of 
seats contesting political 
parties get. "Till then, it's a 
wait-and-watch game for 
everyone," she says. 

The United Progressive 
Alliance government in its 
second term made several 
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BJP AND AAP have 
opposed FDI in 
multi-brand retail in 
their manifestos 


SIZE OF RETAIL 
INDUSTRY: $518 billion 
in 2012. Organised retail 

is about 7 per cent 
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Policy uncertainty: A Walmart 
cash-and-carry store in India 


attempts to bring foreign capital into the retail 
sector. The Indian government allowed 51 
per cent FDI in multi-brand in September 
2012, a few months after allowing 100 per 
cent in single brand retail. It did manage to 
attract some investments in single-brand re- 
tail - Swedish furniture-maker IKEA, British 
footwear retailer Pavers and Swedish retail- 
clothing company Hennes & Mauritz an- 
nounced plans for India — but there has only 
been a single FDI proposal in multi-brand re- 
tail so far. British retailer Tesco will buv 50 
per cent stake in Tata Group-owned Trent 
Hypermarkets for $110 million. 

Several stipulations in the 
existing FDI policy are acting 
as deterrents for global 
retailers, say industry 
insiders. For example, 
the Department ol 
Industrial Policy and 
Promotion (DIPP), the 
authority that frames 
FDI policy, stipulated that 
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FITS 
AND 
STARTS 






EXPERTS SAY 
THAT CONTINUED 
UNCERTAINTY ON 

MULTI-BRAND 

RETAIL COULD 


Government allows 
51 per cent foreign 


multi-brand retail 


June 2013 


Government 
issues 
clarifications 


September 2012 


investment in 


with a bunch 
of riders 


response from 


foreign retailers with plans to set-up multi- 
brand chains have to invest a minimum 
$100 million with 50 per cent of that amount 
spent in building back-end infrastructure 


such as warehouses and cold storage facilities. 
This proposal has upset retailers because in- 
vesting 50 per cent in back-end operations 
initially is dificult when the focus has to be on 
increasing the store count to acquire scale. 
Harminder Sahni, Founder and Managing 
Director at retail consulting firm Wazir 
Advisors, says that it is not an attractive pol- 
icy for retailers in its present form. “If the new 
government is interested in bringing foreign 
investors, the whole policy has to be rewrit- 
ten,” he says. 

This appears unlikely after the elections 
given the opposition to the policy from most 
political parties. BJP is in 
tavour of FDI in infrastruc- 
ture and several other sec- 
tors but “we don't want 
FDI in multi-brand retail 
because that will save jobs 
in the manufacturing sec- 
tor,” says BJP spokesper- 
son Prakash Javadekar. 
The main problem is the 
sourcing of products, ac- 
cording to him. “Global 
chains are expected to 
source their products from 


following lack of 


foreign retailers 





December 2013 


Tesco becomes the first 
retailer to announce 
$110-million investment in 
Trent's Star Bazaar 
hypermarket chain for a 
50 per cent stake 


cal parties feel that modern retailers can 
snatch away business from kirana stores. 

Continued uncertainty on the issue ol 
multi-brand retail could send wrong signals 
to the global business and investor commu- 
nity, say experts. A few months ago, 1 2 states 
and union territories had allowed FDI in 
multi-brand retail. In the last lour months, 
two — Delhi and Rajasthan — have decided to 
opt out of this list with the formation of new 
governments. "If I was one of these foreign 
retail chains, | would be really concerned,” 
says Amitabh Mall, Partner, Boston 
Consulting Group. 

\ long break-even period and limited geo- 
graphical locations are forcing retailers to 
either hold back their India plans or look for 
other avenues to grow in the country. 
Walmart India, which 
currently operates 20 
cash-and-carry or 
wholesale trade — stores 
(named Best Price Modern 
Wholesale), has plans to 
open 50 more such stores 
in the next four to five 
years. Some consider ex- 
pansion of cash-and-carry 
business a strategic deci- 
sion. Retailers want to 
build strong network ol 
vendors and stores which 


multiple countries which 
will lead to large scale job 
losses in manufacturing,” 
he adds. 

The opposition to 
multi-brand retail is also 
stemming from the threat 
that these global chains 
are likely to pose for local 
mom-and-pop shops. 
With their competitive 
pricing techniques, politi- 
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“WE DON'T WANT FDI 
IN MULTI-BRAND 
RETAIL... GLOBAL 
CHAINS SOURCE 
THEIR PRODUCTS 
FROM MULTIPLE 

COUNTRIES WHICH 

WILL LEAD TO LARGE 

SCALE JOB LOSSES IN 

MANUFACTURING” 


Prakash Javadekar, 
Spokesperson, BJP 


could support their front- 
end business as and when 
they get approvals. 

India is trying to mod- 
ernise its front-end retail 
sector. But with entry bar- 
riers to FDI being raised, it 
seems the country has 
taken two steps backward 
after a step forward. € 
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AFFILIATED TO CISCE (ICSE & ISC) & 
An All Girls' Residential School in Dehradun from Grade 4 to 12 UNIVERSITY OF CAMBRIDGE CIE 
(IGCSE / ‘A’ LEVEL) 


World Class Campus Wholesome Planned Meals 
Max student strength: Etiquette Classes Ranked amongst top 5 schools in India 
25 in a class Language Lab Ranked amongst top 3 schools in Uttarakhand 
Teacher: Student ratio of 1:10 Exclusive Music, Dance, Art & Craft 
“Handpicked Faculty School - 
All Weather Indoor Swimming Pool Infrastructure provision 


Smart Digital Classrooms Leadership / Management 


Internationalism 
Individual Attention to students 


Rifle Shooting, Squash, Judo, Yoga 
besides other sports 


nculcating Indian Values with Ranking done by EducationWorld India Schoo! Rankings 201 
24-hour Security Modern Outlook survey conducted by C fore, Delhi 


Comfortable & Homely 
Boarding Houses 
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LOOKING 
BETTER-QUALITY 


DEALS AND 

PREFER TO 
PUMP MONEY 
IN MID- AND 
LARGE-SIZED 
BUSINESSES 











Private Equity 


Less is More 


Why private equity firms chased fewer deals but invested 
more money in India during 2013. By SARIKA MALHOTRA 





DEAL PLAY: THE NUMBER OF PE DEALS 
DROPPED BUT FUND FLOW ROSE 


DEALS 
331 


INVESTMENT* 


rivate-equity (PE) funding in India is 

going through a churn with fewer 

companies attracting higher capital 
from investors. Data from research firm 
VCCEdge show there were 292 PE deals worth 
$9.2 billion in 201 3. This represents an eight 
per cent rise in value and a 17 per cent drop 
in volume from the previous year. 

What does this indicate? Some analysts 
feel this shows the number of businesses worth 
investing in is shrinking. Given the economic 
slowdown, a weak rupee and an uncertain 
policy environment, it’s not a surprise fund 
managers are carefully weighing their invest- 
ment commitments. Fund managers also say 
the fall in the number of investable businesses 
is leading to higher valuations, which is im- 
pacting their returns on investment, 

Keshav Mishra, Partner at PE firm Baring 
India, says investors are more cautious than 
before. “Uncertainty around regulations and 
policies is adding to the woes of fund manag- 
ers,” he says. He cites the example of the infra- 
structure sector, which attracted big-ticket 
investments a few years ago but has lost steam 
now owing to policy uncertainty. “We are in 
a wait-and-watch mode,” he says. “What ini- 
tiatives the new government takes would de- 
cide the way investors put their money.” 
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INVESTMENT* 


9.17 








*In $ billion Source: VCCEdge 


Some analysts, however, believe the drop 
in the number of transactions and the increase 
in value is a sign that investors are looking for 
better-quality deals and prefer to pump money 
in mid- and large-sized businesses, rather than 
small companies. To be sure. the Indian PE 
market continues to be dominated by minority 
investments. But the mix is slowly moving 
towards larger transactions. The largest PE 
deal in 2013 was Qatar Foundation's $1.26 
billion investment in Bharti Airtel, India's big- 
gest mobile-phone operator. 


Vikram Utamsingh, Managing Director of 


the Transactions Advisory Group at profes- 
sional services firm Alvarez and Marsal, savs 
PE firms are looking at bigger companies be- 
cause their return on investment in smaller 
businesses over the past decade fell short of 
expectations. "There is also a preference to 
invest in businesses which have had earlier 
rounds of fundraising either from venture 
capital or smaller private-equity firms,” he 
says. "This is because these businesses have 
fewer corporate governance issues and their 
promoters have demonstrated a positive 
working relationship with investors and have 
grown their businesses successfully." @ 
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FOCUS Exports 





THE EXPORT 
SLOWDOWN 
SINCE 
NOVEMBER IS 
DUE MAINLY TO 
A FALL IN THE 
VALUE OF 
PETROLEUM 
PRODUCTS AND 
GEMS AND 
JEWELLERY 


28 BUSINESS TODAY 





Flip Side of the Coin 


The rupee's comeback is great for the economy. 
But not for exporters. By AJAY MODI 


decline in the country's exports in the 
last two months of the previous fiscal 
year, coinciding with an appreciation 
of the rupee. has raised questions about com- 
petitiveness of the Indian industry. 
Government data show shipments declined 
3.67 per cent and 3.15 per cent in February 
and March, respectively. Exports for the vear 
through March totalled $312.35 billion, up 
four per cent from the previous year but miss- 
ing the government's target of $ 325 billion. 
“A depreciation of the Indian rupee 
against the US dollar had made exports com- 
petitive for most of the previous fiscal year. So 
long as it lasted, exporters, especially in seg- 
ments like gems and jewellery, textile and 
leather, enjoyed an advantage. With the ru- 
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pee appreciating and stabilising at 60 to 61 
versus the dollar, the edge is gone.” says Sunil 
Kumar Sinha, Principal Economist and 
Director at India Ratings and Research. Sinha 
says these segments are high-volume. low- 
margin businesses. "Players in these segments 
were able to compete aggressively due to the 
cushion they had from the rupee's deprecia- 
tion last year," he says. But the resultant 
competitiveness was not sustainable and so 
things are now taking a turn. "If vou have to 
compete on a sustainable basis, you have to 
increase productivity and enhance margins. 
This will require be:ter infrastructure, invest- 
ment in roads and ports, and access to credit 
at viable interest rates.” 

some analysts, however, disagree that the 





rupee's appreciation has slowed the pace of exports. "In 
the past there have been phases when the rupee firmed up 
but exports did not drop. Let us not give much importance 
to it," says Biswajit Dhar, Director General, Research and 
Information System for Developing Countries, a think 
tank under the Ministry of External Affairs. 

Ajay Sahai, Director General and CEO of the Federation 
of Indian Export Organisations, agrees with Dhar. “Small 
exporters especially in traditional sectors like handicrafts, 
carpets and textiles are hit as they are not able to hedge 
their risk like large exporters in sectors like petroleum. The 
main issue leading to India 
missing its export target is 
slowing down of manufactur- 
ing, since there is a direct link 
between industrial output 
and export growth. Another 
reason that has led to exports 16 
slackening is the lacklustre 
performance of Latin 
American markets,” he says. 

While the sector-wise 
performance for March is not 
available, an analysis of 
trends for February shows 
that exports of petroleum 


products and gems and jewel- 6 
lery have taken a hit. The 
two segments together ac- 80 


count for one-third of the 
country's exports. A CRISIL 
analysis attributes the slow- 
down in exports since 
November 2013 to a fall in 


Export Growth Rate (figures in percentage) 
11.64 
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13 per cent of India's exports. The council said in February 
that the sector has posted a drop in exports for a year, hurt 
by the government's steps to curb gold imports as part of 
efforts to bring down the current account deficit. 

Dhar says the drop in exports is because of varying 
market conditions. "Too many countries are vying to get 
a pie of the global export market. There have been uncer- 
tainties in the global market. We are in a situation where 
we have to push exports as much as we can," he says. 

Incidentally, China also reported a drop in exports. In 
March, exports from the biggest Asian economy dropped 


SEESAW EFFECT 
Does the exchange rate impact exports? For most parts, yes 
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Exchange Rate (value of one US dollar in €) as on beginning of the month 
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the value of petroleum prod- 
ucts and gems and jewellery. 
Take the case of petro- 
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leum products, which ac- 
count for close to one-fifth of 
India's exports. In February, 
the volume of petroleum 
products exported grew 14 per cent from a year earlier to 
5.2 million tonnes, show data compiled by the Petroleum 
Planning and Analysis Cell, a wing of petroleum ministry. 
However, the value of exports grew only seven per cent to 
$4.76 billion. Petroleum products export had peaked to 
$6.40 billion in September 2013 but started declining 
from October onwards. In the April-to-February period of 
the last fiscal year, petroleum exports grew 9.22 per cent 
in volume terms but only five per cent in value terms. 
Data with the Gems and Jewellery Export Promotion 
Council show that shipments of gems and jewellery de- 
clined 10 per cent in the April-to-February period to 
$30.82 billion. In February, exports slipped more than 
eight per cent to $3.15 billion. The segment accounts for 


6.6 per cent. Sinha said a drop in Chinese shipments isn't 
surprising because the nation exports primarily to the 
developed markets, which are barely growing. "If China 
is facing a drop you know what the export market is like,” 
says Dhar. 

Both Sinha and Dhar are not hoping a dramatic 
change in exports in the current fiscal year. "If you look 
at the trend of the past few years, we have been losing 
competitiveness. I do not expect a major turnaround this 
vear unless we look at all the problems from the shop floor 
to the high transaction costs." adds Dhar. € 

WITH INPUTS FROM TASLIMA KHAN 


@ajaymodibt; @KhanTaslima 
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We are Telenor Group. In India, you'll know us 
as Uninor. 


You'll also know us for our commitment to bringing 
mobile to the many, not just the few 


That's why, following the success of our Sabse 
Sasta voice service, we introduced Sabse Sasta 
mobile internet, 





Now, millions of Indians are enjoying the 
freedom to access Facebook and download music 
at an affordable rate 


It's why we're teaching children how to explore the 
online world in safety. 

And why we're empowering women to reap the 
economic and social benefits of mobile ownership 
with our Mera Mobile Mera Sathi campaign 
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FOCUS IT 





Smart Move 


Why venture funds are rushing 
to back Ineda, maker of chips 
for wearable devices. 

By E. KUMAR SHARMA 

























neda Systems is just the sort of com- 
pany you d expect from Dasaradha R. 
Gude, who has spent a large part of 
his career in the world of processors. "We 
are processors" is how he describes him- 
self and his team of nearly 200 people. 
Gude, or GD as he is known to many 





of his colleagues and business 
associates, is clearlv ex- 
cited about the power 
of wearable chips. 
Ineda — the name 
is derived from 
‘integrated elec- 
tronics designs 
for advanced svs- 
tems — designs 
chips for use in 
wearable devices. 
From 2007 to 
2010, Gude was 
Corporate Vice President 
at Advanced Micro 
Devices (AMD) Inc, and 
later Managing 
Director at AMD India. 
He founded Ineda in 
2011, and members 
of his team have pre- 
viously worked in 
global companies 
such as AMD and 
Intel. He says: “They 
are people with 
courage to leave big 
companies and step 
out to do something 
innovative.” 
To his customers, 
he plans to offer chips 
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Action wear: Dasaradha Gude's team 
is working on a chip that enables smart 
watches to recognise gestures 
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in sizes of five, seven, 
nine and 12 square 
millimetres, which 
can fit into wearable 
devices such as smart 
watches, health and 
fitness trackers, and 
pretty much anything 
that needs to be con- 
nected to the emerg- 
ing ‘Internet of things’ 
which allows users to 
monitor connected 
devices from a long 
distance. 

He promises chips 
that not only go easy 
on battery life, but also 
versions that can provide a range of features, almost 
like a smartphone. He says his potential customers 
are leaders in wearable technology, who would 
need tens of millions of chips a year, and this would 
bring his costs down. 

The going has been good so far for Ineda. The 
company has just received funding from the US- 
based Walden Riverwood Ventures, from the ven- 
ture capital arms of Samsung and Qualcomm, and 
a UK-based research and development company 
called Imagination Technologies. The total funding 
is to the tune of $17 million or 3103 crore, and Gude 
intends to use the money to ensure that the chips 
attain stability for mass production. In April 201 3, 
Ineda raised $10 million (more than %60 crore), 
with Imagination Technologies as the lead investor. 

The chips will be manufactured in Taiwan, and 
Gude is in talks with about two dozen potential 
customers, big names in the wearable technology 
market such as Nike and Fitbit. “Because we have a 
unique proposition and will need huge volumes, we 
are talking to the really big guys,” he says. 

Clearly, wearable technology is a growing mar- 
ket. Gude says it is already worth a couple of billion 
dollars globally, and is expected to be a $10-billion 
industry by 2016. Everyone, from Google to Intel to 
fitness companies, has its eye on this market. For 


WHAT INEDA 
CLAIMS 


AIM 


How it says its 
chips stand out 





instance, Theatro, a US- 
based company, is devel- 
oping voice-controlled 
wearable computers for 
the retail and hospitality 
segments of the enter- 
prise market. It emerged 
from stealth mode in 
December 201 3 when it 
announced its product's 
commercial availability 
and relationship with its 
first customer, The 
Container Store. Its tiny 
35-gm WiFi-based 
wearable device enables 
voice-controlled human- 
to-human interaction 
(one-to-one, group and store-to-store) and replaces 
two-way radios. It also enables voice-controlled 
human-to-machine interaction with, sav. in-store 
systems for inventory, pricing and loyalty pro- 
grammes. Another potential use is in-store em- 
ployee location-based services and analytics. 

There is so much excitement about wearable 
technology that some companies are even crowd- 
sourcing ideas. For instance, Intel has launched its 
‘Make It Wearable’ challenge, which offers prize 
money to the best real-world applications submitted 
by designers, scientists and innovators. 

So Ineda's chips could be used in devices such as 
Google Glass, smart watches, and Nike's FuelBand. 
And when does Ineda expect its chips to become 
commercially available? "End of this year or the by 
the first quarter of 2015." says Gude. 

He says that at the moment, he has no direct 
competitor with whom he can do an apples-to-ap- 
ples comparison. His rivals are either too big and 
expensive, or too small with few functionality op- 
tions. He positions Ineda somewhere in between in 
terms of functionality and price. How the market 
will respond remains to be seen, but investors are 
clearly interested. @ 
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Beginners’ 
Delight 


D3300 is a DX format 
camera with a 24.2 MP 
CMOS sensor, which makes it a 

good choice for beginners. Nikon has 
improved the user interface and the ‘Guide 

Mode to give it more functionality and make it a little 
cleaner in appearance. The camera now displays three 
circles, which represent shutter speed, aperture and 
sensitivity. These displays change as you alter settings. 
The new 18-55 mm f/3.5-5.6 VR II kit lens that comes 
with the D3300 is one of its main attractions. For the first 
time, Nikon has put in a retractable design to make the 
lens more portable when not in use. As a result, the lens is 
much more compact. The image queélity is impressive and 
reproduction of detail excellent. 





A Sharp images, = d '- 
retractable design — 


NEW OFFICE 
SUITE FOR IPAD, 
AN IMPRESSIVE 
CAMERA AND A 
TABLET WHICH 

CAN REPLACE 
YOUR LAPTOP 


NIKON D3300 





SAMSUNG GALAXY NOTE PRO 12.2 


Big Gets Bigger, Better 


Samsung already has a 10, 1-inch Note and we are used to the 9.7-inch Apple iPad. So 
what's the big deal about the 1 2.2-inch Galaxy Note Pro? Well. it does feel BIG. You get 
the feeling of having a laptop monitor in front of you minus the keyboard. The screen 
with 2560x1600 pixels looks sharp and rich. The tab runs Android KitKat and is 
powered by 1.94-1.3 GHz quad core processor, paired with 3 GB of RAM. There is a Google 
search bar at the left bottom and the app tray icon at the right bottom. Swiping from the 
right brings up the apps that support multiple 
windows. The Galaxy Note Pro offers a zippy 
performance. Multi-tasking is a delight, 
The fast performance and bright 
display make gaming a delight. 
Watching HD videos is an 


enjovable 

















experience. 
Pair it with 
a Bluetooth 
keyboard 
and a 
kickstand and the 
tablet can replace your 
laptop. 


NIDHI SINGAI 


Bright display, 
S-Pen = Price 














Sodexo 


BENEFITS AND REWARDS SERVICES 4 








World class organizations are bringing employee friendly benefits 
to make their employees happier 


Sodexo Benefits and Rewards services offer great tools to keep your employees 
motivated and engaged. Employees across more than 10000+ corporates and Top PSUs 


have benefited with Sodexo as a part of their Employee Benefit Plan. 


Do you have it in yours? 
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Sodexo Meal Pass offers great benefits to you and your employees like: 


1. Motivates your employees through a tangible tax free meal benefit 
2. Enables your company to provide uniform meal benefits across office locations 


3. Redeemed for food and non-alcoholic beverages across 20,000 outlets in 1,500 cities 


4. Additional outlets can be added as per choice of location and category 


* 
MEAL. MEAL GIFT. GIFT. EXCLUsIve  SaY sodexo 
Pass mPaSS  PdSS grass REWARD QUALITY OF LIFE SERVICES 


To know more about India’s No. 1 Benefits and Rewards services for Engaged and Motivated Employees, 


Talk to Sodexo at 1800 102 2423 © Email us at benefits.in@sodexo.com » Visit us at www.sodexo.co.in 
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Rural Bharat is fast catching up with 
= n urban India as various pointers in the 
a B 68th National Sample Survey Office 

| (NSSO) data show. 


Graphic by Anand Sinha Research by Jyotindra Dubey 
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68th Round 2011/12 200/12 
Monthly per capita expenditure 
(MPCE) in rural areas has been :928 | 66». 71786 | TO, 
picking up in recent years. Though il 66th Round 2009/10 | 2009/10 
remains well behind urban, the rate of 5 
growth of rural MPCE surpassed that ^ | Ofo 3 
of urban India in the latest round of :559 | Lo 1052 | 23% 
the National Sample Survey data for tst Round 2004/9 2004/05 






the first time in 15 years 
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while Odisha is at the bottom 
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Figures show monthly per capita expenditure in® Source: NSSO 


2 Among the states, Kerala tops in rural spending, 








Expenditure on food is the biggest 

component of spending among the poor. 

Recent data shows non-food expenditure in rural 
India has surpassed food expenditure, clearly 
indicating an improvement in living standards 


on-food Expenditure 
45, 46.4% 51.4% 
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Where does the non-food expenditure in rural India go? The major items rural folk spend on are clothing, durables, footwear, 
entertainment and medical treatment. Expenditure on entertainment has risen the most NOH RA 2009/10 and 2011/12 





Increase 1.1% 


Entertainment 
Source: NSSO, Figures are percentages of total expenditure 


4.8 | 6.1 
Increase 1.5% 
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Clothing and footwear 
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Increase 0.9% 
Medical Expenses Education 


Increase 0.6% 





5 The urban-rural divide may be narrowing but the rich-poor gap in expenditure has been growing 
e. 


since 2009/10 in both rural and urban areas 


Rural - MPCE* Urban - MPCE 
2009/10 2011/12 2009/10 2011/12 
pores 9 S mcome group 453 504 M 
Richest 10% income group 2,517 3460 5863 7,652 


The rich spend 


10 times more 11 times more 


FOCUS On Record/The Accidental Prime Minister by Sanjaya Baru 


“(The book shows) the mother-son duo 
(Sonia and Rahul) deliberately 
compromised the dignity of the office of 
PM so they could rule without being ~ 
held accountable" |... 


Narendra Modi, BJP's prime ministerial candidate, quoted by wire agencies 












"The country should know 
what is happening at the 
highest level of governance. 
I wrote the book to let people 
know the success and failure 
of Manmohan Singh" 


Sanjaya Baru, Media advisor of PM Manmohan Singh from 
2004-08. quoted by wire agenc les 







“The book also gives an impression that 
the Prime Minister wanted to cling to 
office in his second term. This is such a 
misreading of his personality” 


Upinder Singh, Daughter of PM Manmohan Singh, 
in The Indian Express 





Digvijaya Singh, 
General Secretary, Indian National 
Congress, quoted by wire agencies 


“Sanjaya Baru has written it obviously 
to record his memoirs as he saw it in 
his position. But the timing is 
very critical” 


Prithviraj Chavan, Chief Minister, Maharashtra 
in The Times of India 
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The Core of 
International Logistics. 


As you aspire to go global, we shall make it happen. Managing 
end-to-end international logistics solutions is what we do best. 


Integrating air & ocean freight, clearing & handling, 
destination storage and in-plant logistics, for your every 
international logistics need we are at the core of your business 


S0, as you go global, think of us! 
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Be the Master of 
Business Readiness 





Saag 


| OAMNSUSM 


VIT 


UNIVERSITY 


(Estd. u/s 3 of UGC Act 1956) 
WWYW.vit.ac.in 
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VIT Business School 


VIT Business School produces masters of 
Business readiness through its innovative 
curriculum that encourages learning by 
discovery. As the industry needs hands on 
managers who are willing to soil their clothes 
and dirty their hands, VIT Business School has 
adopted experiential learning methods that help 
students engage with the industry through live 
projects, case studies and internships. 


In the information-age, organizations are 
struggling to cope with massive data. The 
curriculum has been so designed to give 
students sufficient skills to massage and make 
meaning out of large volumes of data. 


VIT Business School produces people friendly 
managers through teamwork and a number of 
outdoor activities. Apart from building their IQ, 
VIT Business School concentrates on EQ 
(Emotional Quotient) and the SQ (Spiritual 
Quotient). Instead of haughtiness and 
high-handedness the School strongly 
emphasizes humility and honesty. The School 
also imparts high moral and ethical values to its 
students, 


With international partnerships and joint degree 
programmes, you will also have the opportunity 
to earn a second advanced degree from USA 
during the second year of study. There are also 
options to do internship in companies abroad. 








The VITBS Advantage : 


New curriculum includes group activities and 
experiential learning methods to produce 
Masters of Business Readiness who are 
socially sensitive and are high on EQ. 

Data analytics, global perspectives and value 
education bundled into every course. 


Partnership with organizations such as BSE, 
TCS, Cognizant, SAP, Microsoft and IBM, 
with excellent job placement and internship 
opportunities. 


Leadership provided by a former IIM 
Director. 


Options to study abroad, to get a second 
masters degree or to do project work in 112 
universities worldwide including, Rochester, 
Cornell, Purdue, Princeton, SUNY, Michigan, 
Clemson, UMass, Maryland and Clarkson 


Selection will be based on CAT/XAT/MAT/CMAT/GMAT 
score and the performance of the candidate in PI and 
written test. 


" MBA (International Business) is offe red only in Vellore campus ana 
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art-time Executive MBA is offered only in the Chennai campu 
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. ne day in 2006, Mukund 

Å Mohan stared at his re- 

ceding hairline. He didn’t 

like what he saw on his 

crown -a little bit of hair 

here, a little bit there, like 

! a patch of garden insulffi- 

B ciently watered. "Either I 

want lot of hair or no hair at all." he 
told himself before shaving it all off. 
Those who knew the India 
Director of Microsoft Ventures well 
were not surprised. People call him 
‘extreme’. He doesn't like words 
such as ‘normal’ or ‘average. 
“Average is boring. Either be excel- 
lent or don't do it at all.” Mohan 
says, talking of start-ups. his biggest 
passion. And he has an equally ex- 
treme view about investors. "If an 
investor (in a start-up) does not help 
vou with a next step, he is a moron. 
Period." he has written on his blog. 
His search for excellence in 
[India's start-up ecosystem has 
helped Microsoft connect with excit- 
ing new companies that are working 
on new technologies. Mohan joined 
the company two years ago to head 
an initiative wherein the world's 


- Going 


largest software product firm offers 
budding start-ups workspaces, ac- 
cess to technology, mentorship and 
most crucially, lines of communica- 
tion with the venture capitalist com- 
munity. The idea is simple — today’s 
small could be tomorrow's biggie. By 
engaging with innovative start-ups 
at an early stage, Microsoft can keep 
a tab on innovations and also sell 
the innovators its products and plat- 
forms when they scale up. 
Microsoft Ventures has done 
well in India — since July 2012. 36 
companies have passed through its 
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Mukund Mohan 
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Mukund Mohan, 
whom Microsoft 
recently relocated 
from Bangalore 

to Redmond to build 
Microsoft Ventures 
in the US, Is a 

dream mentor for 
entrepreneurs. 

By GOUTAM DAS 


tO 








programmes and 82 per cent of 
them have got funded. 

A happy Microsoft has now 
awarded Mohan a global responsi- 
bilitv. From July. he will relocate 
from Bangalore where he now lives 
to Redmond, the company's head- 
quarters in the US; he will help set up 
and boost Microsoft Ventures's pres- 
ence in the country. 

So, why does Microsoft love this 
bald chap so much? And not just 
Microsoft — so do many start-ups. 

Mohan. 41. was born in 
Mumbai. He completed his 


Start-up Star: Mukund Mohan 
in his Bangalore office 





Jachelor’s degree in Engineering 
and Computer Science from the 
University of Mysore and his Masters 
from the University of Maryland, 
Baltimore County. 

He worked with Cisco for three 
vears before turning serial entrepre- 
neur. He started and exited three 
companies (Interlinity, Amura, 
BuzzGain) and failed at one ( Asera). 
He has invested in 25 start-ups in 
Silicon Valley and in India. He 
writes a popular blog. tweets. plays 
tennis. loves wearing chappals. 
prefers communicating through 
apps than mails and is often spotted 
slipping in and out of product con- 
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ferences, not forgetting to hug eve- 
rvbody he knows. He does not 
watch television, hardly reads 
newspapers. Mohan is married to 
angel investor Vinita Ananth; they 
have four children. He moved to 
India in 2008 so that his kids could 
see what India was like. 

The move also enabled select 
Indian entrepreneurs to see the 
world through his lens. Mohan 
brought to the table both experience 
and connections. His friends and co- 
workers feel his phone contact book 
is one of the most organised they 
have ever known. “He carefully 
saves all the details about a new 
contact he makes. His ability to delve 
into his contact list and use it eflec- 
tively is amazing,” says Jasminder 
Singh Gulati, Co-founder of start-up 
firm NowFloats. which can get you 
a website with automatic search 
engine optimisation in | 3 minutes. 
“He introduced us to the former 
head of Nokia's developer ecosys- 
tem. Nokia eventually became a 
customer,” Gulati adds. 

His was one of the first compa- 
nies to be mentored by Mohan at 
Microsoft. Founded in 2012, the 
company has scaled up since and 
has 10,000 customers. 

"Bringing up something which 
is at an early-stage to a product and 
then scaling it to newer heights ex- 
cites me a lot. Helping people do 
something they want to drives me 
more than anything else," Mohan 
says. "You meet amazingly interest- 
ing and smart people who do the 
impossible. I love watching these 
people and their companies take 
shape and grow. It's a lot ol fun.” 

His expanded role at Microsoft 
Ventures now means he can help 
start-ups in the US as well as in India 
and elsewhere. His ability to help 
entrepreneurs build networks has 
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made him an enduring prese! 
even with his extreme likes and 
likes. And his innate goodne 
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Jasminder Singh Gulati 
Co-Founder, NowFloats 


“Mohan introduced us 
to the former head 

of Nokia's developer 
ecosystem. Nokia 
eventually became 
a customer” 


founder ol ChargeBee. d billing oru 
tions start-up. The company is not 
part of any Microsoft programme 
but Mohan mentored him. “Hi 
mooted the idea ol keeping a bloj 
calendar — we have written about 
300 blogs in the last year and a hall 
and it has helped us in our search 
engine optimisation, Subramaniat! 
says. He offered Mohan equity in 
return but was turned down. “Whe! 
vou scale up and do well. help othe! 
start-ups. My equity cat 
them,” Mohan said. € 
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Global investors gear up to working with Narendra Modi despite reservations 
about his secular credentials. By ANILESH s. MAHAJAN 


arendra Modi recently 
found support from an 
unusual quarter. Tulsi 
Gabbard, a member of 
the US House of 
Representatives, op- 
posed a proposal to boy- 
cott Modi — even if he 
becomes the Prime 
Minister of India — at an 
April 4 hearing of the 
Tom Lantos Human Rights 
Commission. A Democrat, Gabbard 
comes from Obama's home state 
Hawaii and is the only Hindu in the 
Lower House of the US Congress. She 
minced no words in criticising the 
Lantos Commission — a panel of the 
House of Representatives — for taking 
up the petition on Modi, calling it an 
effort to influence the ongoing elec- 
tions in India. Obama administra- 
tion's representatives chose to ab- 
stain from the hearing. 

Indeed, as the above example il- 
lustrates, Modi's rise to prominence 
in the past few months has captured 
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global attention. The Obama govern- 
ment itself is mulling its approach to 
Modi, the Bharatiya Janata Party's 


(BJP) prime ministerial candidate, if 


he is voted to power. It was in 2005, 
amidst allegations of his involvement 
in the 2002 riots in Gujarat, that the 
US government revoked his business 
visa and subsequently the UK admin- 
istration also issued an embargo. 
Global investors, too, are follow- 
ing the electoral battle in India 
closely. In their reports, several fi- 
nancial giants, such as Goldman 
Sachs, HSBC, Citigroup, CLSA, Bank 
of America Merrill Lynch, Nomura 
and Barclays. came out with their 
assessment of the political situation 
in India and almost all of them indi- 
cated that Modi is the favourite to 
become the Prime Minister. The 
Economic Times reported that some 
foreign brokerages are offering in- 
vestors a "Modi Basket of stocks that 
are likely to gain if he comes to 
power. The report did not have the 
brokerages or the stocks. 


Significantly, most of financial insti- 
tutions praise Modi's governance 
style. Japanese brokerage house 
Nomura has predicted that if Modi 
is voted to power the Indian cur- 
rency might strengthen to 158 
against the US dollar and the GDP 
growth rate might climb to six per 
cent by the end of this financial 
year. But many of the economists 
with these institutions admit pri- 
vately that if Modi comes to power, 
it will be a test of his secular creden- 
tials and his ability to carry different 
sections of the society along with 
him on important policy decisions. 
“His commitment to secularism will 
be tested, if he comes up as a winner 
in these elections," says an econo- 
mist with one of these banks. 

The international magazine, The 
Economist, in a recent story on Modi, 
expressed the same reservations. 
A.V.T Shankardass, a motion picture 
financier in Hollywood, says that 
alter the collapse of Lehman Brothers 
investors are very cautious. "They 
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j PRO-MODI VIEWS 


cord as an administrator 
:002 Gujarat riots _ 


ivestments in infrastructure 


get scared when they hear that a 


possible future prime minister of 


India has a Hindu nationalist ideol- 
ogy. Then these investors may keep 
India in the same league of Islamic 
countries.” But other analysts say 
any apprehensions about Modi 
would be allayed by his strong gov- 
ernance track record in Gujarat. 
“Some of the Muslim leaders might 
fear Modi for his alleged involvement 
in the riots. But most of the investors 
trust Modi's track record, and would 
not hesitate to invest in his regime,” 
says Jai Seong Song. a former minis- 
ter in the South Korean government. 


Banking on Modi 
On the ground, business houses in 
the US, the UK and other parts of 
European Union are happy with 
the prospects of Modi winning 
the polls. Ever since Modi re- 
- leased his party's manifesto, 
Business Today spoke to 17 of 
them. They have concerns about 
his unproven secular creden- 
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tials, but are quick to add that if he 
comes to power, he would be ac- 
countable to the people and constitu- 
tional institutions. 

The biggest problem for India is 
policy paralysis and in some cases 
bad decision making, according to 
business honchos and investors 
abroad. “India’s credibility as a 
strong emerging economy has taken 
a serious setback in the last two- 
three years due to perceived corrup- 
tion, policy paralysis, and economic 
reforms process getting stalled,” 
Richard Sadler, CEO of UK's Lloyd's 


Says 
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His ability to carry along everyone In 
a coalition government is suspect 


Secular credentials suspect. Has not 
apologised yet for the riots 


Has a nationalist approach. 
Might prefer Indian companies 
and keep foreigners out 
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Register Group, a global engineering, C 
technical and business services or- 
ganisation. "Global investor senti- 
ments are perhaps at the lowest level 
in the last two decades. The country 
is crying out for a politically stable 
government, good governance and 
revival of economic policy reforms 
process." 

Most of the global investors are 
hoping that the Modi-led National 
Democratic Alliance (NDA) gets a 
majority. "If Modi gets a clear major- 
ity or reaches near it, then he can be 
good for the economy. My suspicion 
is that a Modi government with à 
fractured mandate could prove to be 
another edition of the UPA regime 
with low-decision making." savs 
R.K. Mehrotra, Chairman ol 
London-based shipping-to-retail- 

ing Foresight Group. Mehrotra 
says he is holding on to his 









group's investments in the 
Indian oil and gas sector till 
May. If there is no clear majority 
government, he will opt to exit 
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Narendra Modi 


from the oil and gas blocks. 

There is another reason for 
Mehrotra to be wary of Modi. Pavers 
England's single-brand retail chain 
in India is a joint venture between 
Pavers and the Foresight Group. The 
BJP is known to be opposed to foreign 
direct investment (FDI) in retail, and 
there are fears this hostility may at 
some stage extend to single brand 
retail as well. However, he says it is 
not Modi who has apprehensions 
about FDI in retail, it is his party. "l 
heard his recent speech, where he 
was telling mom-and-pop shop own- 
ers to pull up their socks and get 
ready to compete with global play- 
ers,” says Mehrotra. 

Without naming Modi, Banmali 
\garwala, CEO and President, South 
sia at global energy and infrastruc- 
ture giant GE, says that the new gov- 

ernment would need to hit the 
ground running. "It is high time India 
encourages bold decision making." he 
says. While releasing BJP's manilesto 
on April 7, Modi committed his party 
to opening up most sectors to FDI ex- 


cept multibrand retail. He also prom- 





"It's not Modi who appears to have apprehensions about FDI 
in retail, it is his party” R.K. Mehrotra, coo: 


ised that his government would re- 
form and simplify taxation laws, land 
acquisition processes, labour laws, 
agriculture laws and would invest in 
infrastructure, including bullet 
trains, developing freight and manu- 
facturing corridors. All these propos- 
als are applauded by foreign inves- 
tors. "But the foreign investors are 
suspicious, being a nationalist, Modi 
might want Indian companies to take 
most of the projects," says the CEO ol 
a top American company operating 
in India. 

But most investors believe that 
a politically strong Modi would be 
able to push through contentious 
issues such as raising FDI in defence. 
banking and insurance sectors. "The 
manifesto talks about cutting red 
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tape and simplifving procedures. We 
have had the same objectives here in 
the UK, which has turned our econ- 
omy around quicker than anyone 
predicted," says Sadler of Lloyd's 
Register. "The manifesto is strongh 
in favour of FDI for job creation, intra- 
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structure development, and induct- 
ing niche technology.” 

India's nuclear policy is also be- 
ing closely watched by foreign inves- 
tors. In 2008. the US banked on 
Manmohan Singh to get the nuclear 
deal through. But various companies 
working in this space believe that 
Modi could take the deal to a logical 
conclusion, Today the most conten- 
tious issues are the liability clause 

ind tracking the end-use of the fuel. 
Senior BJP leaders, who are part ol 
Modi's team. say that they are 

ready to make changes in the li- 

ability act to make this accord 

work. “Today no supplier wants 

o come forward with this liability 

clause. There has to be some insur- 


ance framework around on compen- 





sation in case of any accident,” says 
Naresh Chandra, former ambassador 
to the US. 

The BJP plans to overhaul the 
country’s nuclear policy if voted to 
power. “Nothing has moved forward 
from the day of the deal. If voted in, 
our government will make things 
move in civil use of nuclear technol- 
ogy.’ says Murli Manohar Joshi. 
senior BJP leader. In fact, France is 
keenly pushing for an agreement on 
the Jaitapur nuclear power plant 
project. On the last visit of French 
President Francois Hollande in 
2013, no agreement came about as 
the French partner Areva was non- 
committal on the liability issues. 

Modi is also keen to boost FDI in 
the defence sector. India is the 
world’s largest importer of defence 
equipment — its arms imports are 
nearly three times that of China. 
“Today Modi does not have great 












relations with the US and the UK. This 
might work in France's favour,” says 
an analyst. Modi is open for a hike in 
FDI in the defence sector. from the 
existing 26 per cent to 49 per cent, 
and in some cases even to 51 per 
cent. This is one of the long-standing 
demand of investors from the US, the 
UK, Italy, France and other parts of 
Europe. “If it truly goes to 49 per 
cent, it would allow people like me to 
go back to our corporate leadership 
and say now we have an opportunity 
to go and invest,” said Jeff Kohler. 
Boeing's Vice President of 
International Business Development 
in Defence. Space & Security, at the 
Singapore Air Show. according to 
reports by news agencies. 


Uncle Sam's Dilemma 
Meanwhile. Narendra Modi's grow- 
ing proximity to China and Chinese 
companies may discomfit the US, say 
analvsts. More than trade and busi- 
ness, US needs India as a counter- 
weight to China in Asia. Modi has 
visited China four times and is ac- 
tively seeking investments by 
Chinese companies in sectors like 
infrastructure, solar panel manu- 
facturing. semi-conductors, re- 
newables. port development and 
very high value-added products. “It 
would be in Indian interests to keep 
good terms with both the US and 
China." says Naresh Chandra, 
former Indian ambassador to the US. 
The Obama administration has 
not taken a final stand on the visa 
ban on Modi. If Modi becomes prime 
minister, it is most likely that he 
would have to travel to the US in 
September to attend the UN General 
Assembly in New York. Modi has so 
far maintained a discreet silence on 
the visa ban but the BJP leaders, who 
are part of Modi's coterie, including 
Arun Jaitely, Piyush Goyal and Arun 
Shourie, are believed to be in touch 
with Democrat Congressmen and 
Senators. The industry lobby group. 
US India Business Council, has also 
been lobbying with the Obama ad- 
ministration to revoke the visa ban 


Interview with Robinder Sachdev, Co-found 
US India Political Action Committee, at | | 
www.businesstoday.in/sachdev-usindia 








on Modi. Delegations of US business- 
men have regularly visited Gujarat 
in the past and met Modi. There have 
been investments from the US in 
Gujarat over the past decade, 
amounting to $14 billion during 
Modi's tenure without active in- 
volvement of the governments of the 
two countries. 

In February this year, US 
Ambassador Nancy Powell met Modi 
in Gandhinagar, amid speculation 
that the US was trying to bridge the 
trust deficit. Powell has since re- 
signed. Her successor has not been 
named yet. Media reports suggested 
she has been eased out as she was 
perceived as being “too close” to the 
UPA's foreign policy establishment. 

But this was followed by the Us 
State Department's clarification 
that there is "no change" in 
Washington's long- 


stand- 
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nuclear technology 






ing visa policy or in its "strong advo- 
cacy for human rights around the 
world". "It will be a juvenile decision 
for the US administration, if they 
continue with their stance of not 
engaging with Modi. Thev should 
respect the democratically elected 
governments, and deal more ma- 
turely,” says Kanwal Sibal, India's 
former foreign secretary. 

Clearly. all eyes will be on the 
election results in India on May 16.€ 
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Why Uttar Pradesh, India's most politically significant 










losed factory in Amethi. UP rar | 
major states in pee - ifj 
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A group of 
villagers in 
Bundelkhand. 

The state's per 
capita income 
wast126,355 in 
2010/11, 

half the national 
average, placing it at 
the 14th spot among 
major states. 





State, fares poorly on socio-economic parameters. 


A dirt road in 
Karchana village. 
near Allahabad, UP 
ranks ninth based 
on the average 
road length. It 
had 78.5 kmof 
ESAS surfaced roads 
Dre Jor every one lakh 
yd = E SE. of population, 
2 RSs compared with 
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HSOHSD WVHXJIHS AG SHAVYDOLOHG 


By SHWETA PUNJ 


actory tab khulegi 
jab kamal khilega 
(factories will open 
when the lotus 
blooms)." says Smriti 
Irani, the Bharatiya 
Janata Party (BJP) 
candidate from 
Amethi in Uttar 
Pradesh, at a small 
gathering in Atawa village. Irani is 
referring to the scores of factories in 
India’s most high-profile parliamen- 
tary constituency that lie abandoned 
and the lotus, the BJP's election sym- 
bol that she wants her audience to 
choose on May 7 when Amethi goes 
to polls. Most of these factories were 
set up when former prime minister 
Rajiv Gandhi represented Amethi in 
parliament and made a concerted 
effort to get businesses to invest in the 
constituency. What remains today 
are crumbling structures of iron. 
which local residents steal and sell as 





"In UP we don't have a Congress 


government and this affects the people 


of the state and that is the reality we 


have to accept" 


Rahul Gandhi, Congress Vice President and sitting MP from Amethi 


scrap to buy illicit drugs. 

Amethi is a Gandhi family bas- 
tion. It has elected members of the 
Gandhi family since 1980 
sanjay Gandhi, then brother Rajiv. 
followed by Rajiv's widow, Sonia. and 
now son Rahul. the Congress party's 
vice president who is seeking re- 
election. Besides factories. the 
Gandhis have managed to get several 
big-ticket educational projects sanc- 
tioned from the central government 
including institutes for information 
technology, hotel management and 
footwear design. These projects also 
have not yielded the desired results. 
And, little has changed on the 
ground. Roads are full of potholes, 
power cuts last up to 16 hours a day, 


lirst 
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and irrigation and health-care facili- 
ties remain abysmal. 

Amethi, however, is not an ex- 
ception and the situation is similar 
across India's most populous state. 
But why does the state that elects the 
most number of lawmakers for the 
Lok Sabha — 80 of 543 - and which 
produced eight of 1 3 prime ministers 
remains one of the worst in the coun- 
try on socio-economic parameters: 

One of the main reasons is the 
dominance of caste, religion and 
identity-based politics in the state. 
Muslims, for instance, have typically 
voted for Mulayam Singh Yadav's 
Samajwadi Party (SP) or the Congress 
while the backward castes have sup- 
ported Mayawati's Bahujan Samaj 
Party (BSP) and the BJP has tradition- 
ally relied on the upper castes. In 
other words. development agendas 
have never been the focus of debate. 
“There is still a very feudal mindset in 
the state," says Sharat Pradhan, a 
veteran journalist. Pradeep Kashyap, 
Founder and CEO of consultancy firm 
MART, says the state has failed to 
produce a visionary leader who could 
rise above caste and religion and fo- 
cus on socio-economic progress. 
"You need a person with a vision of a 
prime minister to govern UP. It is as 
big as a country. Businesses there 
have grown because of their proxim- 
itv to ruling parties." he says. 


Tough business 
environment 

A couple of hours' drive away from 
Amethi is Lucknow. The state capital 
is dotted with statues of elephants, 
the BSP's election symbol. At the state 
secretariat, not too far away from the 
modern wing that houses the chief 
minister's office, is the dusty industry 
affairs department where a bureau- 
crat who is barely two days into his 
job offers a perspective that comes 
from years of experience. The bureau- 
crat, who wished not to be named, 
talks about a company trying to ob- 
tain approval for a project. “This 
clearance shouldn't take more than 
a few hours but it's been three 
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^ A dry hand pump in Chandauli village, near Varanasi. 

Getting a hand pump installed can be a very difficult 
task for people in a state where nearly a third of the 
population is below the poverty line. 


months." he says. "Decisions that can 
be and should be made at much jun- 
ior levels are being referred to the 
CM's office for approval." 

No wonder, industry leaders are 
disillusioned. “I have met the CM 
[Akhilesh Yadav, son of Mulayam 
Singh Yadav| multiple times. We 
meet him, discuss our issues and then 
there is no movement." says a senior 
manager at a sugar company. A top 
industrialist, who wished to remain 
anonymous, says "it is next to impos- 
sible" to do business in the state. 
"Over the past two decades the state 
has not focused on development. You 


go to Maharashtra or Gujarat and 
vou will find a different picture since 
the governments there are develop- 
ment-oriented," he says. 

What exacerbates the problem is 
that successive governments discon- 
tinue policies made by previous gov- 
ernments. For instance, the SP gov- 
ernment in 2004 announced a policy 
to encourage sugar mills. promising 
them several fiscal incentives. The 
next government, led by Mayawati. 
scrapped the policy even though 
sugar companies such as Balrampur 
Chini Mills. Bajaj Hindustan and 
Triveni Engineering had added ca- 


pacities to take advantage of the sops. 


Abinash Verma. Director 


General of the Indian Sugar Mills 
Association, says cane pricing is a 
political issue in UP and does not take 
into account the returns mills make 
on sugar. He adds that other major 
sugar producers like Maharashtra 
and Karnataka have enacted laws to 
link cane price with that of sugar. 
Kushagra Bajaj, Vice Chairman and 
Joint Managing Director of Bajaj 
Hindusthan, the biggest sugar maker 
in the state as also in India, savs the 
state government will have to take 
many proactive measures over the 
next 10 to 15 years to earn industry's 
trust and attract investments. 
Industry contributes about a fifth 
to the state economy. But. between 
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| Read interviews with Kumar Vishwas and Smriti Irani at 





199] and 2010 the state received 
investment proposals from industrial 
projects that accounted for barely six 
to seven per cent of the total proposed 
industrial investment in the country. 
Moreover, only a third of the total 
proposed investment of %2.25,552 
crore materialised. official data show. 
The investment pattern has also been 
highly skewed, with the western re- 
gion attracting more than half the 
total funds and the central and east- 
ern regions lagging far behind. 


A case in point is the decline of 


Kanpur. Once known as Manchester 
of the East, Kanpur has lost its status 
as one of the most industrialised cities 


in the country. Of the hundreds of 


textile mills that made Kanpur an 
industrial town. barelv a few are still 


"Amethi is one of the top 
10 backward districts in Uttar 


Pradesh. Same promises have been 
made generation after generation" 


Smriti Irani, BJP candidate from Amethi 
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A broken irrigation 
canal in 
Bundelkhand. The 
state is a major 
producer of food 
grains. But in the 
case of the more 
remunerative 
commercial 
crops, it ranked 
13 in 2009/10. 
About a fourth of the 
cultivable area is 
under commercial 
crops, compared 
with more than a 
third for India. 


functional. “Mill owners did not in- 
vest in upgradation of their machin- 
ery and slowly became obsolete. 
Moreover, trade unions resisted mod- 
ernisation," says A.K, Singh, 
Professor at Lucknow 's Giri Institute 
of Development Studies. Another 
example is Noida, near Delhi. which 
is often cited as a success story by the 
Uttar Pradesh government. In 
2010/11, 319 factories shut opera- 
tions in the city where poor law and 
order and power supply are the main 
issues. “Roads are much better in 
Noida than Gurgaon in Haryana. 
Yet, companies still prefer Gurgaon 
because of the law and order situa- 
tion," says Kashyap of MART. 

The state administration insists 
industry is high on its priority. Alok 
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after generation,” says Irani. 
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Ranjan, Infrastructure and 
Industrial Development Com- 
missioner, says the state is reaching 
out to businesses who want to invest 
more than 1100 crore. "We are ask- 
ing businesses what they want. We 
are happy to discuss and resolve is- 
sues on a case to case basis," he says. 
Ranjan adds that the state has re- 
ceived 18,250 crore of investment 
proposals in the last one month. 
Ranjan savs the state government is 
planning to set up a single-window 
clearance svstem for industry. The 
government is also working to im- 
prove power supply. attract global 
investors and formulate policies to 
encourage electronics and food 
processing sectors, he adds. 

The efforts have yet to bear fruit. 
State government data show that, of 
the 50-odd projects promised and 
cleared in 2014, work hasn't begun 
on nearly 40 projects. Also, large 
companies such as Reliance 
Industries, PepsiCo and Indo Gulf 
Fertilizers, which signed pacts last 
year to set up projects in the state, 
have either yet to begin work or have 
shelved their plans. In contrast, Bihar 

a relatively poor state that has 40 
Lok Sabha seats — set up a single- 
window clearance system in 2006, 
and a June 2009 World Bank report 
rated Patna as the second-best city in 
India to start business after Delhi. 


52 BUSINESS TODAY May 11 2014 








Meanwhile, in Amethi, 
BJP's Irani and Kumar Vishwas, the 
Arvind Kejriwal-led Aam Aadmi 
Party's candidate, are exhorting 
people to throw out the Gandhi dy- 
nasty and vote for development. 
“Amethi is one of the top 10 back- 
ward districts in Uttar Pradesh. Same 
promises have been made generation 


“We will 
revive sick 
units and open 
businesses 
which can 
employ the 
local youth... 
There are no 
jobs in this 
area" 


Kumar Vishwas, 


AAP candidate from Amethi 


yunan NVATA 


Vishwas promises to create jobs. "We 
will revive sick units and open busi- 
nesses which can employ the local 
youth... There are no jobs in this 
area, There is a class of beneficiaries 
the Congress has built," he says. 

In his defence, Rahul Gandhi 
blames the state government for the 
lack of development. "The responsi- 
bilitv of roads. electricity and 
schools lies with the state govern- 
ment. The central government has 

built national highways and we 

have done a good job... In UP we 

don't have a Congress government 

and this affects the people of the 

state and that is the reality we 
have to accept," he said in a TV inter- 
view with Headlines Today, part of 
the India Today Group that pub- 
lishes Business Today. 

Is the electorate prepared to ig- 
nore narrow considerations of dy- 
nasty, caste, and religion. and instead 
put development issues at the fore- 
front? Perhaps not. 

Renu Singh, 35, a resident of 
Attawa village, says her fourteen- 
vear-old son tells her to vote for BJP, 
which has promised development as 
its main agenda. Veerganj larmer 
and Congress supporter Ram 
Prasad, 55, says he will vote for a 
party that waives his 16,000 farm 
loan. Arjun Yadav, 39, moved to 
Lucknow from Amethi about three 
vears ago for better opportunities 
and education for his children, but 
remains a Gandhi family loyalist. 
Sonia Gandhi is Amethi's daughter- 
in-law and he would again vote for 
Rahul, he says and talks about a 
hand pump that the Gandhis gave 
his family in 2002. 

“The aura of the Gandhis will 
take time to fade away," sums up 
Pradhan, the journalist. "I give it two 
more elections for development to 
take precedence over everything else 
in Uttar Pradesh.” That's bad news 
for the state. 

WITH INPUTS FROM AJAY MODI 
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Marten Pieters overcame the 
trauma of a terrorist attack to steer 
Vodafone India into profits. Now he 
seeks glory in data with a $3 billion 
gambit, says Sunny Sen 


wo friends, in dire need of money, abduct the spoiled 
daughter of a wealthy businessman. Their best-laid plans 
come undone when the father reluses to give a penny 
and the daughter turns out to be very diflerent from your 
usual cowering kidnap victim. This, in a nutshell, is the 
plot of the 1987 Marathi movie Gammat Jammat — a col- 
loquial expression for fun and games. 

At that time, Marten Pieters, who studied law and 
economics at the University of Groningen in the 
Netherlands. was working with Royal Smilde Food NV. 
He might have thought you crazy had you told him that 
one day he would be running a mobile telephony company in far away 
India (he had to be pulled out of a sabbatical for the job). And he may have 
called for security had you told him that Gammat Jammat would be a 
critical piece in his plans to transform that company from a predominantly 
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THE BIG OVERHAUL 


Vodafone's product, customer and service 
mix has changed in the past three years 


Scenario Scenario 


2011 2014 


OWNERSHIP STRUCTURE 
0 
61% vodafone 100% vodafone 


33% Essar Group 


TOTAL SUBSCRIBERS 


134.5 million 160.4 million 


3% 109 
6% 11% 


38% Rural 53% Rural 
62% Urban 41% Urban 


SPECTRUM FOR DATA BUSINESS 


Adds 1800 MHz 
3G spectrum in spectrum in 11 
nine circles circles. To offer 4G 
in five circles 


Salesmen selling Salesmen trained to 
mostly voice sell data packs and 


coupons load 3G packs 
ADVERTISEMENT 
Mostly on Half of advertise- 
voice tariffs ments targeting 
data usage 


“Rounded to units place; Source: BT Research 


Selfie-confident: Marten Pieters, MD and CEO 
of Vodafone India, with COO Sunil Sood 





Vodafone 


voice carrier into a on consolidating 


serious data holdings. 


driver. and from a The echoes 
were felt in India 
on April 10, the 


dav Vodafone 


mainly urban op- 
eration into one 
that covers vast 

took its holding 
in the Indian arm 
to 100 per cent by 
Ajay 


swathes of rural 

areas. (The sec- 
ond part is where 
Gammat Jammat buying 
comes in, but we will 


get there in a bit), 


NAVEEN CHOPRA 
Director, Vodafone 
Business Services cent stake for 138,900 
crore and Analjit Singh's 
24.65 per cent holding for 31,241 
crore. That's a valuation of 38 1,000 


Fuelling this change is a 
war chest of $3 billion to be spent 
over three years. That makes India 
the global behemoth's most impor- 
tant market after Germanv and Italv. 
(Both will get a little more monev 
than India. but the amount hasn't 





















been disclosed.) 

"Vodafone is clearly able to in- 
vest in the Indian market, and | 
think we will need huge investments 
in the coming five to 10 years,” says 
Pieters, 61. 

Cash is no problem. Global head 
Vittorio Colao recently completed 
the deal of the decade by selling 
Vodafone's 45 per cent in Verizon 
Wireless, the biggest mobile com- 
pany in the United States, for $130 
billion. Of that, $82.5 billion is be- 
ing paid to shareholders and spent 
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Piramal's 10.97 per 


crore for the Indian arm, up 50 per 
cent in 32 months. 

“In the next few vears India will 
be the second-largest company inside 
Vodafone Group after Germany,” 
Colao had said at a media roundtable 
on a visit to India last December, It is 
already the third-largest, behind the 
UK. It is also the largest wholly-owned 
multinational unit in India, and the 
second-largest mobile phone operator 
here alter Bharti Airtel. 

“When I joined [the India unit], it 
was already the most competitive 
market in the world, with the lowest 
pricing. And it got worse after that. 
But I have been long in telecom. 
Can't say I have seen all, but I have 
seen a lot," savs Pieters. 

Part of the "a lot" includes gunfire. 


Pieters was having dinner with wife 
Dettha at Souk, the rooftop restau- 
rant at Taj Mahal Palace Hotel in 
Mumbai, late in 2008. The offer to 
head the Indian unit was on the table 
and he was looking around the coun- 
try to make up his mind. Suddenly, 
crunching sounds of incessant gun- 
lire rent the air. The 26/11 attacks 
had started. The couple survived 

unscathed, but only physically. 





MITININ 


LN 


vM MM 


WOJ SAaBeReULARPOLTReI put 


x 


For interviews with Marten Pieters and Vivek Mathur, m= 
go to businesstoday.in/vodafone-data £ 












BUSINESS SNAPSHOT 


: In February this year, Vodafone let 
Where Vodafone India stands 


"My wife had quite a problem for some 


time. I had my own problems, from 
nightmares to sleeplessness at night. It is 
not something vou shake off easily." 

They did, however. Pieters took up 
the job in 2009 and landed straight into 
a situation that was less insalubrious 
than the one he and his wife had encoun- 
tered the previous year, but not by much. 

In 2007, when Vodafone acquired 
Hutchison Essar to tee off in India. it 
would have been treading gingerly de- 
spite the $10.9 billion payment. Its in- 
vestments in Turkey and Ghana had not 
proved very successful. And India looked 
like going the same way, posting an ad- 
justed loss (the total loss borne by the 
insurer or the company while settling a 
claim) of {270 crore in 2008/09. 

It took two vears for Pieters to turn 
the tide, with an adjusted profit of 1106.5 
crore in 2010/11. "I make my own man- 
date, and it was to show the group that it 
could compete in emerging markets. At 
that moment there was a lot of disbelief 
among investors that Vodafone was the 
right company to go into emerging mar- 
kets." India was the one emerging mar- 
ket drawing the biggest financial bet from 
the company and Vodafone now has 
more than five times the subscribers it 
had at the time of its entry. 

The financial and operational resus- 
citation gave the company the fortitude 
to deal with regulatory trouble. The 
Hutch deal dragged it into a tax dispute 
that simmers to this day. Pieters says it 
must be resolved as early as possible. but 
adds that it has not damped the compa- 
ny's enthusiasm for the country. 


A New Song 

If Pieters put the company on track then. 
his ZooZoos heralded another change 
last year. As the 2013 edition of the 
Indian Premier League kicked off. 
Vodafone's ZooZoos - they are never far 
from the T20 tournament — began hum- 
ming a new tune. The white-body-suit- 
wearing humans sang "Zumi Zumi" as 
the text asked viewers to share pictures. 
play videos, and listen to songs on their 
mobile phones. They could just as well be 
humming “data-data”. 


Investment till date* 


764800 crore 





Contribution to exchequer 


(including 3G Spectrum Fee) 


111,000 crore 


Total 00000 n Generated 


00,000 people 





Prepaid Customers 
150.3 million 


id Customers 
li | million 





Avg Revenue Per User 


(199 


Data Subscribers 


457 million 


Exclusive Retail Stores 


8,000 


Total Retail Points 


1.67 million 


Future Investments 
Project Spring 
(digitising network) 


17,800 crore 


February 2014 
SETA Auction 
9600 crore 
Source: Company 


*Doesn't include the 744,000 crore 
spent on acquiring Hutch Essar 














its cash do the singing. In the auctions 
that month, it agreed to pay 18,3158 
crore for airwaves that enable the high- 
speed, data-heavy fourth-generation 
(4G) services. That money, for 1 1 of the 
22 circles on offer, was in addition to the 
111.282 crore spent on the old-world, 
26 spectrum. 

That gives the company a very difler- 
ent complexion from its 2010 version, 
when it refused to touch the 4G spectrum 
in auctions that year and stuck to 3G 
spectrum, spending 11 1,618 crore on it. 
That year, Airtel spent 13,314 crore on 
acquiring 4G spectrum. and Reliance Jio. 
which, like all things owned by Mukesh 
Ambani. would have ambitions to be the 
biggest, 112,848 crore. 

This year again Airtel spent 19,906 
crore on 4G spectrum and Reliance Jio 
111.064 crore. But Vodafone is now very 
much in the data mix, especially because 
it is a race that has barely begun. 
Reliance Jio has not yet started its service. 
Airtel has less than 10,000 4G custom- 
ers. “The data revolution has not yet 
started in India. A company’s future will 
depend on how well they can embrace 
the data game," says Hemant Joshi, 
Partner at Deloitte Haskins & Sells. 

Already, Vodafone India's data rev- 
enue. as a percentage of total, has in- 
creased from three per cent to nine per 
cent in three years. Airtel's is up from five 
to 10.3 per cent. Data users now com- 
prise 28.5 per cent of Vodafone's sub- 
scribers, up from 20 per cent in the mid- 
dle of 2012. (See Playing Catch-up.) 

"Competition in data is far more 
complex (compared to voice). The canvas 
is much larger in terms of user behaviour 
and consumer preferences, which re- 
quires a lot more understanding of the 
consumer," says Sashi Shankar. Chief 
Marketing Officer at Idea Cellular. 

There is a reason everyone loves data 
users, even though their typical monthly 
usage is 3100, compared to 1200 for 
those who use only voice and SMS. 
However, the profit margin in data is 
about 50 per cent more. 

"The data market is underserved. 
There is more demand than supply. We 
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PLAYING CATCH-UP 
Bharti Airtel is still ahead but 
Vodafone India is closing the gap 
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DATA BUSINESS 











DECEMBER 2012 DECEMBER 2013 
Data customers 41.5 million 54.4 million 
mic] 36 customers 5.2 million 9.5 million 
=$ Average data ARPU t47 | TTS 
g$ Data customers 21.7 million 25.5 million 
PEE] 3G customers* 4.1 million 8.7 million 
Fem Average data ARPU 152 | t9 
z Data customers 37.3 million 45.7 million 
EEF 3G customers 2.5 million 5.2 million 
= Average data ARPU 153 |... €6T 
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can't build networks fast enough." says 
Pieters. 

The war chest will change things. A 
third of the $3 billion will change most 
of Vodafone's analogue network to 
Internet-protocol for better data con- 
nectivity. This will not be limited to the 
big cities, and that takes us back to 
Geammat Jammat. 


Putting Smart in Phones 
Laal Dukaan, the red shop, is how they 
refer to Vodafone shops in villages. 
These are adorned with big, red sign 
boards and often have a large, red um- 
brella in front. As many as 5.100 of 
these have been set up in villages in the 
last seven years, and have become a 
familiar sight in rural areas, more so 
because they are run by residents of the 
villages, inducted under a “Son of the 
Soil” programme, Last year, though, 
this comfortable familiarity with the 
brand was shaken by a flood of red. 
Eight sales executives of the com- 
pany, clad in red T-shirts and caps de- 
scended on 1158 villages in Maharashtra 
and Goa. They accosted 1 20,000 mo- 
bile phone users, young and old alike. It 


so happened that a large number of 


them owned smartphones but did not 
use them for data, only voice. 

They were cajoled into sessions in 
school classrooms (with the school 
principal's blessings), chaupals, and 
other places where people gather when 
they are not fretting over the daily 
bread. They were shown how to use 
their phones to improve, as Vodafone 
would put it, their quality of life. The 
early hooks were the catchiest: cricket, 
Bollywood, and jokes. Gradually. as the 
engagement increased, information 
related to farming and weather, email, 
videos, and social media crept in. Street 
plays were staged to demonstrate the 
mobile phone miracle. A special data 
pack was introduced for 332. It gave 
110 worth of talk time, the rest fetched 
200 MB of Internet surfing. 

Soon, colourful rangolis began to be 
drawn with the letters Gammat Jammat 
in the centre. That was the name given 
to the initiative by Milind Bade, former 


head of marketing in Maharashtra 
and Goa, who thought the Marathi 
comedy, a monster hit, would strike 
a chord. 

However, despite the name, 
Gammat Jammat is not merely fun 
and games. 


Data Minding 

Vodafone now has 23.5 per cent of 
the rural mobile phone users. Airtel is 
marginally ahead, with a single per- 
centage point more. However, rural 
customers comprise 53 per cent of 
Vodafone's 160 million customers, 
up 10 times since Hutchison Essar 
went out of the picture, For Airtel it is 
44 per cent. Buoyed by the rise of the 
rural, Vodafone has the second-larg- 
est number of 3G users after Airtel. 

Airtel was the first to spot the 
data opportunity. But Vodafone is no 
longer demurring. "In my discussions 
with Gopal [Vittal, Airtel's India 
head| and Marten Pieters, they are 
looking at increasing their data 
growth," says Chakrapani G.K., head 
of consumer and channels group at 
Microsoft India. 

Bharti is expanding its 3G busi- 
ness and has launched 4G services in 
a few areas. Idea Cellular has rolled 
out a new brand campaign that asks 
subscribers to use mobile Internet to 
avoid getting deceived, and has also 
shown interest in 4G. Both, says 
Goldman Sachs analyst Sachin 
Salgaonkar in a recent report, may 
lose market share to Vodafone if it 
makes aggressive investments. 
" Airtel and Idea are slow in making 
incremental data investments." 

It may have more to do than just 
money. Two years ago, when 3G 
services began to become popular, 
Pieters created a new position of chief 
commercial officer and hired Vivek 
Mathur from Pizza Express to inte- 
grate customer service, experience 
and distribution. 

Mathur says the integration helps 
the company understand customers 
better. Vodafone launched unlimited 
data plans and started giving free 
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data packs with 
Samsung smart- 
phones for two 


the biggest 
driver of ARPU 


ers. A fourth ol 
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lion data users now 


months. The next (average revenue uscthese packs 

step was to CoN- per user) growth, The compa 
vert pay-as-per- á nv's technology 
use customers because data Is team tracks new 


into data pack us- 
ers. 

Once customers 
start using packs, they 
end up paying three 
times more than pay-as-vou- 
go users. Mathur created weekly, 
fortnightly and monthly packs as well 
as campus packs for students, and a 
trial pack of 325 for non-Internet us- 





growing upward 
of 70 per cent" 


VIVEK MATHUR 
Chief Commercial Officer, 
Vodafone India 


i G-enabled hand- 
sets that gel added 
to ils Network 
Customer care execu- 
tives then call users to up- 
grade them from 2G to 3G, 

Half the 3G devices on the network 
now use 3G. Vodafone now has 5.2 
million 3G users, compared to 9.5 
million for Airtel and 8.7 million for 
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Idea. Mathur expects his number to 
double in a year. 

That is easier said than done. 
Vodafone does not have enough 
spectrum to offer 3G or 4G services in 
all of India. It has 3G spectrum in 
only nine service areas and 4G in 1 1. 
These include the biggest data mar- 
kets of Delhi and Mumbai, but that is 
also out of sync with its Gammat 
Jammat-driven, rural campaign. 
Bharti is clearly stronger in data serv- 
ices and has an early-mover advan- 
tage in 4G. 

"Data will drive suc- 
cess for the larger players. 
We have the largest 3G 
network. In voice we com- 
pete with eight dilferent 
players... In data the com- 
petition is with Idea and 
Vodafone," says Srini 
Gopalan, Head of 
Consumer Business at 
Airtel. 

Airtel, just like 
Vodafone and Idea, will 
however have to contend 
with the unknown. 


The Known 
Unknown 
Mukesh Ambani's Reliance 
Industries bought Infotel 
Broadband in 2010 for 
112,500 crore, after it be- 
came the only player to 
acquire 4G spectrum, and 
renamed it Reliance [io 
Infocomm. He is spending 
150,000 crore to 360,000 
crore to launch voice and 
data services. In February, 
he strengthened Reliance 
lio by winning more and better-qual- 
ity spectrum for 11 1,000 crore. 
Ambani said after the auctions 
Reliance Jio's 4G would provide dig- 
ital content and applications using 
two technologies — FDD-LTE and TDD- 
LTE — through an integrated system. 
FDD is short for frequencv-division 
duplexing and TDD is time-division 
duplexing. The two are standards for 
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Long Term 
Evolution (LTE) 
services — the 
formal name 
lor 4G. 

Still, some 


"Competition 
in data is far 
more complex. The 
canvas is much larger sne. m 2008/09. 
in terms of user 


transform into an 
emerging-market 
company [rom a 
Europe-centric 


Europe contrib- 


industry ob- 1 . uted 72 per cent of 
servers say h Iour and Vodafone Group's 
Vodafone may consumer revenue. India ac- 
have a slight preferences » counted for 6,5 per 


edge over its ri- 
vals in 4G. While 
Reliance Jio has vet to 





roll out 4G services four vears after 
the 2010 spectrum auction and 
Bharti is barely present in Kolkata 
and Bangalore, Vodafone Group has 
proven 4G expertise in Australia, Fiji. 
Greece, Italy, Malta, New Zealand, 
Portugal. Romania and Spain. 

A lot is riding on that ability. The 
massive investment Vodafone is mak- 
ing in India is part of its global plan to 


SASHI SHANKAR, 
Chief Marketing Officer, 
Idea Cellular 


m 


cent while a few coun- 

tries in Africa, the Middle 

East and Asia-Pacific con- 
tributed the rest. 

This changed as the glo- 
bal recession dragged growth 
down in developed markets. 
Europe's gross domestic prod- 
uct grew at an annual rate of 
less than a per cent in the 
past five vears, while India's 
expanded at an average 7.5 
per cent. Europe contributed 
68 per cent to Vodafone's 
revenue in 2012/13 and 
India now accounts for 
nearly 10 per cent. 


Call on India 
India, however, is not the 
most profitable market lor 
Vodafone, despite the 
164,800 crore it has chan- 
neled into the country in ad- 
dition to the 144,000 crore 
paid for the Hutch Essar ac- 
quisition. South Africa 
makes four times as much 
profit as India for almost the 
same revenue. This is be- 
cause competition in South 
Alrica is not as intense as in 
India and tariffs are higher. 
The company also has a suc- 
cessful financial services business in 
South Africa, which boosts margins. 
Pieters, though. is not worried. 
He says it is not unusual for some 
countries to earn a disproportionate 
share of revenue and some others to 
bring in higher profits. But eventu- 
ally, India will have to improve prof- 
itability. This is where data will play 
a key role. 
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* Smart metering: 
For energy and utility 
companies to reduce 


human intervention 





* Vodafone Internet Lease Line: 
Using 120,000 km of fibre to connect 


enterprises to the Internet 


Vodafone, like Bharti, has entered 
the financial services space in India 
with M-Pesa. a mobile-commerce 
platform which allows money trans- 
fer. The thinking is that although less 
than 20 per cent of India's population 
has access to banking services, nearly 
80 per cent use mobile phones. 
Vodafone first started M-Pesa in 
Kenya, where it became a huge sua 
cess. Also, India has a huge migrant 
population where people travel from 
villages to cities for livelihood. 
Through M-Pesa they can send 
money to their families in the village. 
M-Pesa also offers other services such 
as bill payment and recharge options. 
Vodafone charges 1100 for a lifetime 
subscription to the service. 

Pieters has also decided to take a 
plunge into the enterprise space. 
dominated by Airtel and Tata 
Communications. Until a few vears 
ago, Vodafone's enterprise customers 
only used corporate mobile connec- 
tions and BlackBerry plans. But 
Pieters wants to take it into cloud 
computing. data centre business. 


62 BUSINESS TODAY May 11 2014 


A0 [3: 31544 Vodafone 


SPREADING OUT 


From vanilla services, Vodafone is getting into more specific offerings for its enterprise clients 


OFFERINGS SO FAR: BlackBerry services, Exchange for emails, Mobile connect for Internet tethering, 


Mobile broadband USB and Mobile Wi-Fi 


THE FUTURE 
* Machine to wane N 
To connect and manage 


different machines 


UD 


* Business Services: Location 
Tracker, which helps to monitor 
assets across geographies 








fixed-line services and managed serv- 
ices are the new focus areas. For in- 
stance, Vodafone worked with a soft- 
ware company last year that was 
struggling with rising costs on man- 
aging its communication networks as 
it expanded. Vodafone changed the 
network architecture by using cloud 
computing, cutting costs by 20 per 
cent. Naveen Chopra. Director of 
Vodafone Business Services, says the 
company has been able to fully meet 
service agreements. "We have not 
faulted for a day since April last year.” 
he says. 

In another case, a large beverage 
company wanted to streamline its 
distribution system. It sells about 400 
million cases of beverages every year, 
and sales and order data sometimes 
took up to 50 days to reach the base 
station. Vodafone's enterprise busi- 
ness team converted all manual tasks 
into automated processes. This saved 
the sales team from physically report- 
ing to the plants every day. signifi- 
cantly reducing the time to market. 
Vodafone also tied up with Mahindra 





* Cloud Services: 
Managing cloud infrastructure 
and reducing inefficiency 





e Data Centre Services: 
Yet to find its niche and decide 
which segment to focus on 


& Mahindra for powering its Reva 
electric cars with machine-to-ma- 
chine communication services that 
allow users a range of facilities such 
as remotely locking their car and 
controlling air conditioning. 

The efforts have already started 
bearing fruit. The share of the enter- 
prise business in Vodafone India's 
revenue has jumped to 11 per cent 
from six per cent a few years ago. 
Chopra, however, is cautious about 
his division's expansion plans. 
"There is overcapacity in the market. 
So how we want to approach. which 
segment we want to approach is a 
work in progress." he says. adding 
that it will take a year and a half to 
firm up plans. 

To Pieters, everything in life is a 
matter of time. "In a matter of time, 
we will both be dead," he says. 
thumping the desk and bursting into 
a laugh. And you can hear the sound 
of gunfire fading away in another 
time zone. € 
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CONTRIBUTION TO THE ECONOMY 

A sustainable financial inclusion 
model in a country where 

60 per cent of the population 

is unbanked 


PORTFOLIO 
97 per cent loans given to 
small women entrepreneurs 
doing zari work, sellin 
vegetables, tailoring etc 


FINANCIAL PERFORMANCE 
Revenue: 1937.28 crore 
Net profit: Not Available 


STARTED IN 


2001 


NO. OF EMPLOYEES 


13,010 


76,769 crore 


BRANCH NETWORK 
2,000 plus branches all over 
India , but major presence in 








eastern region 

LOANS AND ADVANCES 

79 199 crore eh. BB aruia Laskar, 50, is a zari 
i 1 N E worker, with four chil- 

ASSET QUALITY b | f H Ldren living in Dhamua 

NPAs very low, 0.13% a ; E village of West Bengal. 





of net advances Y | She also sells readymade 

IMPACT OF SLOWDOWN V B children's wear door to 

None, business is door. She is a typical example of the 
growing | average borrower from Bandhan P 

i Change agent: Chandra Shekhar Financial Services, the Kolkata- 

Assets and loan figures W Ghosh, Founder Chairman, Bandhan headquartered microfinance insti- 

OPENEN es | Financial Services tution (MFI), which has now been 
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fable: A credit officer from — 
ting the weekly payment 


granted a licence by the Reserve 
Bank of India to get into full-fledged 
banking. Laskar borrowed 125.000 
from Bandhan six months ago, and 
every Friday a credit officer from 
Bandhan visits her village to collect 
her weekly installment repaying it. 
Laskar has never defaulted. 
Bandhan, set up in April 2001, 
has been helping relatively poor 
people in areas of the country where 
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Such a long journey for Chandra Shekhar Ghosh. 
See www.businesstoday.in/ghosh-bandha 


How do the winners of the two new banking 
licences - microfinance lender Bandhan 
Financial Services and infra institution 

IDFC Ltd - measure up to the challenges 

of operating as full-fledged banks? 


By ANAND ADHIKARI 


banks hardly exist, with bulk of the 
loans ranging from a minimum of 
11.000-150.000 invested in small 
businesses such as zari work. 
tailoring, fish and vegetable selling, 
running small provision stores and so 
forth. To turn into a bank it will now 
have to mobilise low-cost deposits. 
both savings accounts and current 
accounts, which will enable it to 
lower the interest rate on its loans as 
well. (Currently, Bandhan. like all 
other MFIs, borrows from banks.) "We 
are willing to accept even 1100 as 
deposit. We will go doorsteps of 
people to garner deposits," says 
Chandra Shekhar Ghosh, Bandhan's 
soft spoken Founder-Chairman. (See 
interview on page 70.) 

Bandhan is startlingly different 
from the other institution that has 
also been granted a banking licence 
— IDFC Ltd. In terms of client profile, 
management bandwidth and asset 
size, the two are a study in contrast. 
What they do have in common - 
apart from plush. glass-and-steel 
headquarters — is that IDFC too was 
created to satisfy another unmet need 
of growing India: encouraging 
private sector involvement in 
infrastructure development. IDFC was 
formed in 1997, following the 


recommendations of an expert group 
on commercialisation of 
infrastructure projects chaired by 
Rakesh Mohan, later RBI deputy 
governor. Why get into full-scale 
banking? “IDFC has a very significant 
footprint in the corporate landscape 
but we are able to provide only a very 
narrow class of products (only term 
loans) to that client base.” Rajiv Lall, 
Executive Chairman. said at a 
conference call with analysts a year 
ago. “Converting into a bank opens 
up the opportunity to serve an 
existing client base with a range of 
new products that today go to banks 
and other institutions.” 


Why These Two 


The choice of Bandhan and IDFC by 
the RBI as the first two to be granted 
bank licences among the 26 which 
had applied, has surprised many. 
Among those still waiting are biggies 
such as the Aditya Birla Group. the 
Reliance ADA Group. the Bajaj Group. 
the Shriram Group, L&T Finance, 
Indiabulls and LIC Housing. Why 
these two? “A question the regulator 
had been grappling with was how to 
avoid creating replicas of existing 
private sector banks,” says a person 
who has been close to the process. In 
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the last two decades, the RBI has 
cautiously allowed a dozen new banks 
to emerge, but of the seven which 
have survived 
deposits and lending in the entire 
banking sector is around 15 per cent 
- most are indeed clones of the banks 
which already existed, offering the 
same services. Given their 
background, Bandhan and IDFC are 
expected to be different. 

The RBI is also undecided about 
whether granting banking licences to 
big corporate houses is a desirable step. 
RBI Governor Raghuram Rajan had 
said, when earlier he was advisor to 
Prime Minister Manmohan Singh: “I 
think the old RBI policy of not allowing 
corporate banking licences was a good 
one. I still stand by that." So too his 
predecessor D. Subbarao had sought 
changes in the RBI to give it the 
additional power of superseding the 
board of a bank if required, in order to 
protect the interests of depositors, 
before corporate houses were allowed 
into the sector. Besides. corporate 
houses are unlikely to set up banks 
any different from the existing ones. 
Some claim the Tata and Videocon 
groups withdrew their banking licence 
applications because they anticipated 
an unfavourable response. 

In his 2010 Budget speech that 
first announced the intention to grant 
more banking licences. then finance 
minister — and now President 
Pranab Mukherjee had clearly stated 
that this was being done to extend the 
geographical coverage of banks and 
improve access to banking services. 
Banking penetration is much higher 
in the south and west of the countrv 
than in the north and east - this 
lowered the chances of the entities 
from these parts which had applied. 
the Shriram Group or gold loan 
company Muthoot Finance, for 
instance, of getting licences. In 
contrast, only three banks have their 
headquarters in eastern India — 
United Bank of India, UCO Bank and 
Allahabad Bank. among which UBI is 
in all kinds of trouble for its reckless 
lending — which could well have 
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and whose share of 


New Licences 


IDFC 


NATURE OF BUSINESS 
Infrastructure loans 





CONTRIBUTION TO THE ECONOMY 
Infrastructure is a big focus area where 


the government is targeting $1.1 trillion 


investment over the next five years 


PORTFOLIO 

Bulk of loans to sectors like 
power, telecommunication, 
power, ports and roads 


FINANCIAL PERFORMANCE 
Revenue: {8,138 crore _ 
Net profit: 131,842 crore in 2012/13 


STARTED IN 
NO. 8 EMPLOYEES 
TOTAL ASSETS 


771,059 crore 


BRANCH NETWORK l 
Works with infra projects across 
the country 


LOANS AND ADVANCES S 
156,595 crore 


ASSET QUALITY 
NPAs very low at 
0.05% of net 
advances 












IMPACT OF 
SLOWDOWN 
Severely impacted 
by the economic 
slowdown 


Key player: Rajiv Lall, 
Executive Chairman, IDFC 


worked in favour of Bandhan getting 
its licence. There are just 54 credit 
accounts per 1,000 population in 
eastern India, almost half the 
average of the rest of country. In 
Laskar's village Dhanua. for 
instance, the State Bank of India (SBI) 
opened its first branch last vear, 
while Bandhan has been there for 
seven to eight vears. 

Besides. no established bank will, 
like Bandhan, loan sums as low as 
11.000 - which is the amount Laskar 
first sought in the mid-2000s to invest 
in her zari work — nor will it do so 
without seeking collateral, as 
Bandhan does. "Financial inclusion 
doesn't mean just opening a bank 
account, but also providing credit," 
says Rajeev Arora, Director at FINO 
PayTech, which has the largest 
banking correspondent network in 
the country. For Laskar, the 11.000 
loan, duly repaid, was followed by a 
loan of 35,000. then 138,000 and 
finally 325,000. 

The choice of IDFC is more easily 
explained. It is clearly to help and 
support the government in meeting its 
target of getting investments totaling 
$1 trillion in the next five years. “IDFC 
as a pure independent financial 
institution with management 
bandwidth was a clear front runner. 
The two licences actually balance each 
other out: one is retail oriented, the 
other is a wholesale banking player,” 
says Abizer Diwanji, Banking and 

Financial Services Head, at 
consultancy firm EY. formerly 
Ernst & Young. 


Trust Factor 
Bandhan's business model 
so far has revolved around 
lending onlv to groups of 
women, numbering 10 to 
30, in unbanked areas. 
"This helps recovery if there 
is a default," says Partha 
Pratim Samaanta, Deputy 
General Manager. 
Bandhan. Money is given 
solely to support income 
generating assets like zari 





work. This is not the same as lending 
to women’s self-help groups, which 
some banks also do — in the latter 
case, all the women have to be 
engaged in a single business activity. 
Bandhan's success is mainly because 
of the trust it inspires. “All financial 
deals require trust on both sides," 
says Ghosh, who worked with close 
to two dozen NGOs before starting 
Bandhan. "You also need discipline." 

Bandhan too initially began as an 
NGO, but converted to a non-banking 
finance company (NBFC) in January 
2006. It has an asset base of 16.769 
crore, with a presence in two dozen 
states including West Bengal. 
Tripura, Assam, Bihar, Jharkhand, 
Uttar Pradesh and Maharashtra. It 
was in 2009 that Ghosh felt the need 
to further scale up the business. “The 
issue was how to offer loans at a 
comparatively low interest rate to 
people,” Ghosh adds. Since Bandhan 
borrows from banks to lend to its 
customers, its rates cannot drop 
beyond a point. Borrowers like Laskar 
end up paying 22.90 per cent while 


bank customers in comparison pay 
16-18 per cent on a personal loan. 
But once it turns into a bank, 
Bandhan will have its depositors’ 
funds too. "I will be able to offer a 
lower interest rate if I manage to raise 
low-cost current and savings 
accounts (CASA) at five to six per cent 
as a bank,” says Ghosh, 57. 

For IDFC, there were two main 
reasons for converting into a bank. 
With its entire loan portfolio in the 
infrastructure sector. it was, given 
the downturn. facing challenges in 
raising assets. As a bank it will have 
a much lower capital adequacy 
requirement than as an NBFC — nine 
per cent against 12 per cent. "This 
will allow IDFC to undertake higher 
leverage or grow its assets to several 
times its equity, translating into 
higher returns in terms of return on 
equity," says Suruchi Jain, equity 
analyst at Morningstar India. 

Second. IDFC was already 
competing with banks — banks too 
fund infrastructure projects — but 
with the handicap that banks could 


charge lower interest. "Risk funding 
increases for an NBFC once it attains 
a certain size because of the 
wholesale nature of the borrowings.” 
says Lall. It was indeed the growing 
delays in the completion of 
infrastructure projects — due to the 
downturn. policy paralvsis of the 
government. environmental 
concerns and land acquisition 
problems — that led IDFC to consider 
turning into a bank. "It was the next 
logical step as IDFC faced the 
consequences of concentrated 
portfolio in a single segment," savs 
Diwanji of EY. IDFC needed a banking 
platform too because it had diversified 
into the retail business like mutual 
fund and needed bank branches to 
sell these effectively. 


Hurdles Ahead 


The transition to a bank, however, is 
not going to be easy. Banks have 
mandatory obligations — there is 
priority-sector lending, there is the 
requirement of rural branches, there 
is statutory liquidity ratio (SLR) and 
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What IDFC and Bandhan need to do to turn into full fledged banks 


SLR REQUIREMENT 


Will have to set aside 23 per cent Will have to do the same. Given i 
of its funds as standing liquidity large balance sheet, keeping so 
ratio, invested in govt securities much money idle will be tough 


PRIORITY SECTOR REQUIREMENT 
Already lending solely to the Must disburse 40 per cent of 
priority sector its = priority sectors like 
agricu 


DIVERSIFIED PRODUCT BASKET 





RISK MANAGEMENT 


Operates without collateral Operates with collateral, has 
which is risky, may need to — 


DEPOSIT FRANCHISE 
Already has over 2,000 Has only four branches, will 
branches need to expand fast, a big 


challenge 


ADDITIONAL EXPERTISE REQUIRED 


Will need talent to handle Will need to build expertise in 
treasury management, build dealing with sectors other than 
more products for rural areas infrastructure 


WILL COMPETE CLOSELY WITH 


Other MFIs due to lower cost Banks that have been doing 
of capital infrastructure financing 


2—@)——@= 


MANAGEMENT BANDWIDTH 


Will need to hire expertise Possesses high-quality 
management staff already 


CAPITAL 


11,00 crore (RBI's mandated Well capitalised at 
minimum requirement is 500 — 11,516 crore 


crore) 

HUMAN RESOURCE CHALLENGE 
Many employees are Majority of employees are well 
undergraduates, wi 


I| need qualified, have worked for big 
more qualified people institutions 
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cash reserve ratio (CRR) to be 
maintained which basically means 
leaving assets idle. Bandhan will have 
no problems with priority sector 
lending or rural branches for, as 
Ghosh points out, its entire portfolio 
is priority sector compliant while the 
RBI's requirement is only 40 per cent. 
"We onlv need to meet the SLR and 
CRR requirements," says Ghosh. 

Opening more branches will 
certainly be a major task for IDFC, 
which currently has only four. It will 
also have to invest 23 per cent of its 
funds in government securities under 
the SLR requirement, which will be a 
whopping sum given its balance 
sheet size of 171,059 crore. Lall 
admits the next three years will be 
spent in achieving compliance, 
geographical expansion and 
experimentation. "We are not 
focused on balance sheet growth in 
the first three years,” Lall says. 
Profitability will be under pressure as 
capital goes into opening branches. 
buying technology and hiring people. 
Rating agency India Ratings expects 
IDFC's profitability ratios. especially 
return on assets and return on 
equity, to drop sharply in view of the 
SLR, CRR and other regulatory 
requirements. (See New Garb). 

Bandhan is banking on 
converting its 5.5 million borrowers 
into savings bank customers. In 
comparison, HDFC Bank has 18 
million retail customers. But this is 
easier said than done. The trust factor 
may work for it in the east, but not 
beyond that. The other challenge will 
be to diversify the lending from small 
and unsecured amounts to large 
amounts against collateral to protect 
the interest of depositors. Also, 
Bandhan has to follow strict lending 
norms; lending will get more 
complicated than its present one- 
page loan application form. 

The duo has a year and a half's 
time to set things in order. But a lot of 
additional responsibility has now 
descended on them. € 
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Help and earn: Chandra Shekhar 
Ghosh, amid sealed clay pots, an 
equivalent of the piggy bank 
widely used in West Bengal 


handra Shekhar Ghosh gave 
up a steady job at BRAC, the 
well-known Bangladesh-based 
NGO, to start his own which 
later metamorphosed into 
Bandhan Financial Services. 
He started with just X2 lakh and two 
employees. No one around him believed 
he would succeed, but he was not de- 
terred. "I relied solely on my own confi- 
dence,” he says, When established banks 
turned him away, he borrowed from 
moneylenders. Today, he occupies a 
swanky office in Kolkata's Salt Lake 
area. He spoke to Anand Adhikari. 
Edited excerpts: 





How did you transform Bandhan from an 
NGO to a non-banking finance company? 
As an NGO, our only source of funds 
was donors’ money. In 2005/06, we 
converted ourselves into an NBFC. 
India is a big country and we also 
had big plans. I wanted to scale up 
my operations. Scaling up has two 
kinds of impact - first, the cost of op- 
erations comes down. Second, until 
| reach a large number of people. I 
make no impact on the community. 
So, these factors encouraged me to 


70 BUSINESS TODAY May 11. 2014 


New Licences 





"WE'RE WILLING 
TO ACCEPT EVEN 


«100 AS 
DEPOSIT. 
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go for an NBFC model. We also 
needed more money to reach out to 
more people. Banks are also happier 
funding an entity if it is an NBFC. In 
fact, we were functioning as an NBFC 
even though we were an NGO. 


When did you feel you wanted to turn 
into a bank, and why? 

In 2009, I felt the need to scale up. 
The unbanked population in India is 
still 60 per cent. Banks also have 
limitations in giving loans to poor. 
The issue was how I can give loans at 
a comparatively low interest rate. 
Our borrowing rate (from banks) was 
high. so we were passing it on to the 
customers. If we get the opportunity 
to access low-cost deposits. our cost 
of funds would also come down and 
I could pass the benefit on to the 
customers. 


Why don't existing banks do this? 
Existing banks have other skills. They 
are tapping customers at the top of 
the pyramid. It will take them time to 
come from the top of the pvramid 
(large corporate houses! to the bot- 
tom of the pyramid. 


Your expertise lies in lending. How do you plan to build a 
deposit franchise which requires different skills and prob- 
ably different markets? 

We have 5.5 million borrowers as customers. We can 
easily convert them into deposit account holders. 
There is no bank which has 5.5 million customers 
from day one of commencing business. Secondly. we 
are working within a community which knows us. 
We are very transparent in our dealings. For example. 
we hold meetings with borrowers in villages even 
week. People trust us. 


Bankers say rural markets are more of lending markets and 
large deposits can only be raised in urban areas. 

I| we want to develop India, we should break the 
mental blocks in the minds of people. I remember a 
villager coming to Apollo Hospital and settling a bill 
of 31 lakh in cash. People in villages also have money, 
but nobody has gone to them to tap it. It's not like vou 
set up a shop and expect customers to come to you. 
You have to goto them. 


PSU banks are already present in rural areas, but people 
there prefer to deal in cash. People don't use cheques or 
cards. How do you plan to break this mental block? 

Of course, there is some fear in people's minds because 
of the tax implications (of using cheques and cards). 
You have to educate them about the advantages of 
keeping money in a bank. The second part is doorstep 
banking. We are willing to accept even 1100 as de- 
posit. We will go to the doorstep of people to garner 
deposits. The staff should be customer friendly and 
motivated to work lor the benefit of the communitv. 


Will your business model change to become a bank? 

We will gradually expand the customer base from 
women to all types of people. We will do both doorstep 
as well as branch banking. A customer won't come to 


150, when he has to spend 


your branch to deposit 
another 330 on travelling. We can also continue door- 
to-door instalment collection on a weekly, fortnightls 
or monthly basis in a banking step up. Our model is a 


financially viable model. We have already proved it. 


How will you fulfill banking regulations relating to collat- 
eral, priority sector, SLR, CRR etc? 

We will not seek collateral for loans up to a certain 
amount. But we will ask for collateral after that as per 
banking rules. We will also do SME and other business 
loans. Today, our entire portfolio comes under prior- 
itv-sector lending. We are fully compliant with the 
RBI s priority sector lending. We only need to meet SLR 
and CRR requirements. 


zanandadhikari 
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LUATA Info Edge 


TRYING ON 


NEW HATS 





WITH NAUKRI.COM, INFO EDGE MADE A DREAM DEBUT ON THE STOCK MARKET. 
FOUNDER SANJEEV BIKHCHANDANI AND CEO 


BUT WITH THE DOWNTURN 
HITESH OBEROI ARE BETTI 


n 2006, when Info Edge India 
was planning an initial public 
offering (IPO), its founder 
Sanjeev Bikhchandani was 
told by many that the price he 
was seeking for the shares was way 
too high. Bikhchandani had fixed this 
at 13320 per share, which translated 
into a trailing price-earning (P/E) 
multiple of 52.6. A far better estab- 
lished Infosys, in comparison, com- 
manded a P/E of 41.71 at the time. 
Bikhchandani, however, went ahead. 





The market response showed that 
if anything. Bikhchandani had un- 
dervalued his own company. Within 
about 20 minutes of its listing, Info 
Edge's stock price touched 162 3.8 
apiece before climbing further to 
11.688 apiece in just over an year, 
reaching a P/E of 102.2. "I was told 
that | was being aggressive. It was 
very hard to predict where the stock 
would go because we were new to 
stock markets. But maybe we under- 
priced it," he says. 

But today, eight years later, with 
Info Edge's price trading at 1547.85 
on April 11 (the company has 
awarded share bonuses twice), things 
are very different. The company's 
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CHANGING MIX 


G ON OTHER VENTURES. sy manu KausHik 


Naukri's revenue has been growing far more slowly than 
that of Info Edge's other ventures combined 


REVENUES 


83 83 82 


WB Naukri.com 


[D Jeevansathi.com, 99acres.com, Shiksha.com, and others 


24.4 


23 23 
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Q2 12/13 Q3 12/13 


Figures in 1 crore 


growth has hit a brick wall, largely 
due to the economic slowdown, 
which in turn has badly affected its 
flagship online recruitment business, 
Naukri.com. 

Hiring is down, and so is Naukri. 
According to a Manpower India em- 
ployment outlook survey, the hiring 
forecast was weakest in India among 
Asia-Pacific region in the past eight 


29.07 


Q4 12/13 







30.76 33.57 32.36 


Q12013/14 Q2 13/14 Q3 13/14 


Source: BT Research 


years in 2013. Naukri growth has 
been stunted over the past seven 
quarters — up from 183 crore in first 
quarter of 2012/13 to 391 crore in 
third quarter of 201 3/14. Revenues 
for the first three quarters of 201 3/14 
are a mere 9.27 per cent higher than 
that of the corresponding period of 
2012/13. (See Changing Mix). "The 
(Naukri) business is not growing as of 
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ESTATE 15 MOVING 
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Two is Company: Hitesh Oberoi, 
CEO & MD, Info Edge India (left), 
and Sanjeev Bikhchandani, Founder 
and Executive Vice-Chairman 
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now. When GDP growth 
comes down, so does em- 
ployment growth. As the 
economy bounces back, 
so will Naukri," says 
Bikhchandani. Analysts 
broadly agree. “The 
naukri (jobs) business is a 
function of several varia- 
bles which have not been 
great for the past few 
years,” says Abhishek 
Shindadkar, analyst at 
ICICI Securities. ——— 

Naukri's fate has had 
Info Edge looking for 
newer avenues of growth. 
In fact, the company has 
14 businesses in all, of 
which eight are internal 
and rest, investments in 
other companies. Among 
its own businesses are the 
online real-estate site, 
99acres.com, the online 
matrimonial site, 
Jeevansathi.com, and the 
education site, Shiksha. 
com. Its investments are 
in digital companies — 
Zomato, Meritnation, 
Mydala, PolicyBazaar 











FALL AND RISE 


The Info Edge stock fell steeply during the middle of last 
year, but has since been inching upwards again 
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SPREADING WEB 


Info Edge's stake in other internet companies 
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and Canvera. MvDal 
Info Edge's second yudia Canvera 
biggest business, with Source: Company 


over 185 crore in reve- 

nues, is 99acres. This 

company ties up with 

brokers and developers to list their 
properties on its site. It already has 
the largest number of listings among 
online sites, about 600,000 — its clos- 
est competitor MagicBricks has 
500.000. Around 15.000 brokers 
and 3,000 developers are associated 
with 99acres. The oflline real estate 
advertising market at present is 
roughly 13.000 crore, according to 
Info Edge sources, while online is 
around 3250 crore, or less than 10 
per cent. "But with user awareness 
increasing, the market is moving 
from offline to online. The task is to 
take this 10 per cent to 30-40 per 
cent in the next few years," says 
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Hitesh Oberoi, CEO and Managing 
Director, Info Edge. Oberoi took over 
from Bikhchandani about four years 
ago so the latter could concentrate on 
external investments. 

99acres has adopted a five-fold 
strategy: increase the number of 
property listings on its site along with 
quality data, invest heavily in prod- 
ucts and technology, increase brand- 
ing and promotion, focus on mobile, 
and above all, expand the sales 
teams’ outreach. Here, Bikhchandani 
is trying to replicate Naukri's success 
model. In its initial years, Naukri was 
highly sales-driven, with a large sales 
staff in around 20 major cities which 





PolicyBazaar 





Happily Unmarried 





aggressively wooed re- 
cruitment consultants 
and headhunters, ex- 
plaining to them the ben- 
efits of online — as against 
conventional offline — re- 
cruitment: lower costs, 
wider reach. Thev often 
helped consultants set up 


Apr 10, 2014 
their IT infrastructure. 
99acres is going the same 
way, with a staff strength 
Source: NSE 


of 800 of which more 
- than 500 are in sales. "In 
the past two years, we 
have doubled our 99acres 
staff,” says Oberoi. 

But competition is in- 
tensifying in the real es- 
tate business, especially 
with the entry of two new 
players with innovative 
products: Commonfloor 
and Housing.com. 
Housing, for instance, is 
offering a property verifi- 
cation service which has 
become an instant hit 
with end users. But its size 
gives 99acres an advan- 
tage. "One of the secrets 
of Naukri's success was 
that it always has the 
most number of jobs. And 
if vou have that. you will 
get the most traffic," says 
Bikhchandani. 

The focus on mobile 
can be seen in the mobile app 99acres 
launched last month. three years af- 
ter introducing a mobile-only web- 
site. Its current tralfic share from 
mobile is 24 per cent. "There's fair bit 
of evangelisation that needs to be 
done with brokers,” says 
Bikhchandani. "As we go down the 
broker value chain, we find that there 
are some who are not computer- 
savvy. But with smartphones prolif- 
erating and our app being put up. we 
are in an advantageous position." 

Unlike Naukri and 99acres, 
which are in the forefront of their re- 
spective segments, matrimony site 
Jeevansathi.com is at No. 3, behind 


BharatMatrimony and Shaadi.com. 
As at other such sites, registration is 
free, but to contact others who are 
also registered, paid membership is 
required. The company is trying 
hard to increase the conversion rate 
- from free to paid, and currently at 
10 per cent — to turn profitable. 
Since this is a person-to-person affair 
with minimal interference from the 
sales team, the conversion rate is 
low. “We are planning to take the 
conversion rate to 12-14 per cent 
through predictive analysis,” says 
Bikhchandani. “Once we do that, we 
will start making money.” 

Shiksha.com, which provides 
online education information, makes 
money through listings and generat- 
ing leads for educational institutions. 
“The idea behind Shiksha is the same 
as 99acres,” says Oberoi. "Education 
is the second largest advertising cat- 
egory in print after real estate, some 
12.000 crore. Info Edge wants to 
capture this market." 

Among the companies Info Edge 
has invested in (see Spreading Web), 
online restaurant guide Zomato.com 
remains the most promising bet. Info 
Edge has put in 1143 crore in five 
rounds, the most recent tranche in last 
November when Zomato was valued 
at 11,000 crore. Bikhchandani says 
the thought of investing in other com- 
panies came to him around 2008 as 
the core business was generating 
plenty of cash. "We were already in 
lour verticals — jobs, matrimony, edu- 
cation and realty. We didn't want to 
run à fifth internally because we 
wanted to get at least one of the busi- 
nesses right (apart from Naukri). At 
the same time, there are opportunities 
out there," Oberoi adds. 


Still, among all the businesses of 


Info Edge. including the investee 
companies, only Naukri is profitable 
so far. It is generating all the cash 
that is funding the other businesses. 
Analysts, however, agree that the 
focus on the non-employment com- 
panies is the right track. According to 
an Ambit Capital report, Overblown 
Hopes, published this January, “the 
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"THE GROWTH RATE IN THE PROPERTY BUSINESS HAS 


SLOWED OF LATE. TRANSACTIONS HAVE FALLEN DUE 


TO MARKET CONDITIONS" 


standalone non-recruitment business 
(of Info Edge) has increased by more 
than 30 per cent year-on-year in 
each of the last six quarters, particu- 
larly led by 99acres. We expect con- 
tinued growth momentum... Info 
Edge will need to increase its invest- 
ment in the businesses to maintain its 
market share." 

While Oberoi holds the fort, 
Bikchandani today is entirely focused 
on external investments, meeting two 
or three company heads almost every 
day. He has met close to 400 of them 
to make his nine investments so far. 
Three of them, worth 135.6 crore, did 
not turn out well and Info Edge has 
written them off. "Six out of nine is a 
pretty good hit rate in the venture 
capital business. All six are not suc- 
cesses yet. but it looks like they are 
moving in the right direction." savs 
Bikchandani. 

What sort of future does he see: 
Bikhchandani says five years from 
now he wants to see four or five of his 
businesses — either owned fully or 
substantially — to have a billion-dollar 
market capital each if they were to list 
on the stock exchange. 

It seems like a tall order because 


Info Edge itself is currently valued at 
just over $1 billion. Rivals certainlv 
have a very different view. "Growth 
rate in the property business has slowed 
of late. Transactions have fallen due to 
market conditions," says Vivek 
Madhukar, COO, Times Business 
Solutions, a direct competitor to Info 
Edge in the recruitment ( Times]obs). 
real estate (MagicBricks) and matri- 
mony (Simply Marry) segments. In the 
matrimonial category, which is already 
stitched up between BharatMatrimony 
and Shaadi, Madhukar adds: "It will be 
very difficult for a third player to break 
into that league without a highly dif- 
lerentiated product." 

Saurabh Mukherjea, CEO, 
Institutional Equities at Ambit Capital 
says Info Edge has done a good job ol 
investing its money 
crore — judiciously. But he has some 


around 7450 


reservations too. "Zomato is a market 
leader but tomorrow. if a global giant 
like TripAdvisor focuses on the Indian 
restaurant business, Zomato will 
struggle. Besides, apart from 99acres 
and Zomato, success stories will be 
difficult to find,” he says. € 
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RETAIL Branding 


THE UNIQUE FRAGRANCE OF 


“LT WORRY ABOUT THE HEALTH OF MY 
OWN BRANDS AND THEIR ABILITY TO 


* 4 
* M 
| MEET A NEED" 
2 Scent of a man: Darshan Patel, 
7 A promoter , Vini Cosmetics 
z ONCE 

76 BUSINESS TODAY May] 1] 20 





HIS PRODUCTS ARE 
DIFFERENT, AS IS HIS 


atch 

out for 

the deo- 
dorant wars 
this summer,” 
says Devendra 
Chawla, CEO, Food 
Bazaar. He should 
know — the supermar- 
ket chain retails over 60 
deodorant brands. Here, 

Chawla is referring to fra- 

grance promotions at his outlets. He is gearing up 
for counter marketing moves from several multina- 
tionals to check the rapidly expanding footprint of Vini 
Cosmetics. Some deft marketing by the company of its 
products — Fogg and 18+ — has helped it penetrate the 
market. Already Fogg is among the top selling deodorant 
brands in the country. 

Darshan Patel, the promoter of Vini Cosmetics, ap- 
pears matter-of-fact about his recent success. Sitting in 
his Ahmedabad office, dressed in his trademark white 
shirt and trousers, he explains how he came up with a 
winning strategy for Fogg. At the launch of 18+ in July 
2011. his first deodorant, Patel asked everyone for feed- 
back. "People said it smelt good, the pricing was fine but 
one feedback kept surfacing that 'deodorants get over 
fast," he says. He decided to address that concern of 
consumers by launching Fogg. a product without gas. 
This prevents the liquid from vapourising easily, checks 
its wastage and makes a deodorant bottle last longer. 
Fogg was thus launched in end-2011 with the tagline 
Bina gas wala spray (deodorant without gas). The market 
response was overwhelming. Media reports, quoting 









SNIFFING SUCCESS 
Darshan Patel's rapid rise 





Oo 
Sells stake in 
Paras Pharma 
to Actis for 
$ 43 million 


NO-HOLDS-BARRED 
MARKETING 
STYLE. 


By SHAMNI PANDE 


Nielsen data, have said that 
Fogg is now the leader in the 
12.000 crore deodorant mar- 

ket with a 12 per cent share. 
Vini Cosmetics was launched 
by Patel after he sold his one-third 
stake in Paras Pharma to private eq- 
uity (PE) company Actis for $43 million 
in 2006. “I was just 44 vears old then, 
and who wants to be unemployed,” he says. 
Indeed, Patel had already built a formidable 
reputation for being a market disruptor with 
some of the over-the-counter brands he built for 
Paras, including Krack cream, Itch Guard, Set Wet, 
Dermicool and Livon. “My ability to seize the con- 
sumer pulse was proven. So, I decided to do what | 

knew best,” he says. 

Patel spent four years in product development and 
building a network of distributors for his new company. 
Vini was formally launched in 2010 and soon unveiled 
18+ and Jinjola (cooling talcum powder). But it is Fogg. 
its second deodorant, that has been its most successful 
product. 

Market observers point out the rapid strides made by 
the brand. "Fogg is among the top three brands of more 
than 60 brands that retail at Food Bazaar outlets," says 
Chawla of Food Bazaar. The top three, not necessarily in 
the order listed here, are Axe, Wild Stone and Fogg. Wild 
Stone is owned by Kolkata-based McNroe Chemicals in 
partnership with Future Brands — a brand consultancy 
division of Future Group. 


Pricing Power 
Chawla says that the deodorant category was beginning 
to lose pricing power but the success of Fogg is changing 


© 
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1110 crore 
9 —— funding from 
2010 brand Sequoia 
MARCH: Sets up pec: Launches 
Vini Products Fogg 
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that. "When the leader took the 'attraction' route in 
communications, all brands followed suit. This unfortu- 
nately, commoditised the category and brands lost pric- 
ing power," he says. Fogg, according to Chawla, took a 
different route in striking out and managed to garner 
market attention. A 100 gm bottle of Fogg costs 1180, 
about seven-to-10 per cent higher than other products 
in the market but the number of sprays per pack would 
be significantly higher than competition. Indeed, Fogg 
was costlier than most other deodorants by over 15 per 
cent about a couple of years ago but the price differential 
has now narrowed as other brands have raised prices. 
Meanwhile, Patel's growing reputation as a brand 
wizard has caught the attention of investors. "Darshan 
Patel is easily the best marketing brain in the country: and 
we have met several marketers," says Abhay Pandey, 
Managing Director at venture capital firm Sequoia 
Capital, which pumped 11 1 O-crore into Vini in August 
last year lor a nine per cent stake. And it is not merely an 
understanding of personal care and health-care markets 
that gave Pandey the confidence to fund Vini. More im- 
portantly, he has seen Patel in action. "We were investors 


78 BUSINESS TODAY May 11 2014 





in Paras and know his ability to act on consumer in- 
sights to create products and back these up with ag- 
gressive and meaningful communication." he savs. 


Early Success 

Patel had no formal grounding in the basics of brand- 
ing and marketing. "I did not know the 'A' of advertis- 
ing. the 'B' of branding or the 'C of consumer insight 
until the early nineties,” he says. Patel's first brush 
with marketing happened in 1986 when he was asked 
to help out the family-run business, Paras Pharma. 
"Moov was launched, but it was just not getting the 
traction. Research told us that it was an also-ran and 
its use was limited to just a couple of occasions when 
people could not tolerate pain," he says. That is when 
Patel undertook his life's first ‘repositioning’ exercise. 
Moov was labeled as a specialist pain reliever for back 
pain from just a general pain balm earlier. This gave 
it an identity distinct from its competing brands, most 
of which were gen- 
eral pain relievers. 
jesides. given the 
modern work dy- 


VISPY DOCTOR 
MD/Ormax 


"HE THINKS 
LIKE A TRUE 
BUSINESSMAN AND 
HAS IDEAS THAT 
CAN BE SOLD TO 
PEOPLE. HE HAS 
AN INCREDIBLY 
AGILE MIND" 


namics and stress, 
backache was turn- 
ing out to be the 
newest ailment 
plaguing Indians. 

Patel's involve- 
ment with Krack in 
1993 at Paras too 
worked wonders 
and created a new 
niche category seg- 
ment altogether. 
There were hardly 
any products for 
cracked heels then 
in the market. It 
was the strength ol 
the brands created 
lor Paras by Patel that led to its buyout by British con 
sumer goods firm Reckitt Benckiser Group, makers of 
Dettol and Harpic. for $726 million in 2010. 

Now with Fogg. Patel has once again rolled out an 
innovative marketing strategv. The product was posi- 
tioned from the beginning as a value-for-money proposi- 
tion and has once again demonstrated Patel's skill in 
building personal care brands. 

Interestingly, the market today has several companies 
with deep pockets which are all spending upwards of 3 30 
crore annually to create deodorant brands including 
Hindustan Unilever ( Axe) and ITC (Engage). Patel doesn't 
reveal how much he has spent on Fogg but experts believe 








' = | What are Darshan Patel's brothers doing since the Paras buyout: | 
Find out at www.businesstoday.in/darshan-parasbuyout 
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he has been thrifty in comparison. How can he fight their 
ability to keep spending on building brands? "I am frugal 
but also aggressive in my own way and not about to blink 
in front of competition," says Patel. "I worry more about 
the health of my own brands and their ability to meet a 
need and not about what others are up to." 

Most people Patel has interacted with in the past and 
the present point out that he leads from the front 
and sets high standards. "The interesting thing 
is that Darshanbhai does a lot of the work him- 
self. The entire Fogg concept was completely his 
creation and after that he got the agency to take 
it forward," says Prateek Srivastava, former 
Group President and Director of O&M, whose 
association with Patel dates back to Paras. 
Srivastava has now co-founded Chapter Five 
Brand Solutions, which is aiding Patel on the 
launch of Fogg Black, a deodorant for women. 
“He thinks like a true businessman and has ideas 
that can be sold to people. He has an incredibly 
agile mind,” says Vispy Doctor. Managing 
Director of consumer knowledge 
firm Ormax. Doctor has assisted Patel on 
several projects. 

Meanwhile, Vini is not betting on Fogg 
alone. “We are also seeing action with our 
launch of fairness compact powder White Tone 
and beauty benefit cream Glam Up,” says Patel. 
White Tone was launched in April 2012. while 
Glam Up hit the market in August last year. 

The launch of Glam Up. in particular, is being 
viewed as a smart move by Patel into the nascent 
beauty benefit cream market, popularly known 
as BB. This segment is also known as CC (conceal- 
ing cream) and FC (foundation cream) segment. 
“Our product provides an instant solution to 
women who feel the need to look better. I feel we 
have a blockbuster on our hands,” he says. 

Indeed, this is a fairly recent trend globally 
as well. Nicole Tyrimou, Analyst, Beauty and 
Personal Care at London-based market intelli- 
gence firm Euromonitor International, notes in 
her blog that the frenzy surrounding the BB/CC 
cream products has been unprecedented. “These ‘cult’ 
beauty products have transformed the global innovation 
landscape." In India too this market has witnessed trac- 
tion with all multinational brands having entrenched 
positions with products such as Garnier Miracle Skin 
Perfector and Pond's White Beauty BB+. For Glam-Up. 
Patel is banking on product quality coupled with com- 
petitive pricing to take on competition. "He really believes 
in quality research when it comes to knowing consumers 
.. He is truly original in his approach and acts fast and 
aggressively to execute his ideas." says Doctor. 


Patel is aware that the company will need to locus on 
products that have a better seasonal spread. "We have 
Jinjola in our portfolio, but prickly heat powders have a 
very limited shelf-life in summers." he points out. Hence, 
he intends to retain the product in the market but not ag- 
gressively push for its growth. "I will pull out all the stops 
only in product areas where I see a bigger market and also 





ail ma rmm, rmm, ur, — — — — —— 


ABHAY PANDEY 
MD/Sequoia Capital 


DARSHAN PATEL 
IS EASILY THE 
BEST MARKETING 
BRAIN IN THE 
COUNTRY; AND WE 
HAVE MET SEVERAL 
MARKETERS” 


that is acceptable across geogra- 
phies,” he says. 

Vini is also scaling up its distri- 
bution network. It already has 
5.000 wholesalers and is available 
across 7.5 lakh retail points. 

Patel expects to have closed 
2013/14 with revenues of 1300 
crore and is expecting some profit 
to show up in his books for the first 
time. But that is hardly a concern 
for his investors. "Our guidance is 
to focus on high growth, high gross 
margins and not worry so much 
about EBITDA (earnings before in- 
terest, taxes, depreciation. and am- 
ortisation) in early stages,” says Pandey of Sequoia. It was 
this visible march forward by Vini that got Sequoia to pick 
up a stake in the company that has valued it at over 
11.000 crore. 

"What I see is a company that has a clear focus, ability 
to differentiate itself and take risks,” says Kannan Sitaram. 
Operating Partner at PE firm IEP, a fast moving consumer 
goods companies veteran who has spent close to over two 
decades with Hindustan Unilever in the past. € 
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Eco warriors: (From left) Chitranjan Kaushik, COO, Ecofirst 
Services; Rakesh Bhatia, Vice President, Ecofirst Services; 
F.N. Subedar, €00, Tata Sons; Freddy P. Talati, CEO, The 


Associated Building Co. at the Bombay House entrance 
d TS. 
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90-year-old heritage structure 





Standing Tall 


The Tata Group headquarters 
in Mumbai, Bombay House, 


j s early as in the late 1880s. Jamsetji Tata, legen- Is replete with history 
/] b 3 dary founder of the Tata Group. had thought of ® The plot, in South Mumbai, 
J— getting hydroelectric power to the city, then called was bought in 1904 
\ Bombay because he wanted the residents to 
| breathe clean air. He was aware of the diseases € George Wittet, the same 
i \ textile workers in Manchester were prone to due to architect who designed the 
a | inhaling smoke from coal-based power plants. Savs Gateway of India and the 
ae — —.] F.N. Subedar, Chief Operating Officer (COO), Tata Prince of Wales Museum, 
x Sons: ' ‘In the 19th c century, he Wi is thinking about an issue, clean energy, with which built Bombay House 
‘ we are gr appling even today.” j Som | @ The building was 
It is not surprising then that the headquarters of the $96.79-billion Tata ( roup. completed in 1924 
the building known as Bombay House, which was completed in 1924, became in 
March, the first heritage structure in the country to get a gold rating as a green, en- 6 The Chairman's office. 
vironmentally friendly building. The rating. following an audit, is awarded by the occupied by the likes of 
Indian Green Building Council (IGBC), the Indian chapter of the US Green Building J.R.D. Tata and Ratan Tata - 
Council. Keeping the environment clean has always mattered to the Tatas. and now by Cyrus Mistry - 
Subedar says the Tata commitment to maintaining heritage buildings was dem- Is on the fourth floor 
onstrated earlier in 1989, when the group renovated and upgraded another south -— 
Mumbai property it owned. The — sailing had been — out ages back and © The Associated Building 
the Tatas earned a pittance of 5,000 per month as rent from it, but that did not mat- Co. — the building and is 
l d responsible for its upkeep 
ter. "What we spent on the renovation was several multiples of that amount," says 
s Subedar. 


The building in question is located on a 2,365-square-yard plot bought it 1904 
after the then offices of the group. located in different parts of south Mumbai, began 
to prove too small. The last major change it saw was in 1942, when it got an addi- 


Mau 11 2014 BUSINESS TODAY 8&1] 








REINCARNATION 


The main changes the team carried out at Bombay House 


Setting an example: 
The exterior of Bombay House 


tional fourth floor — which the Tata Sons chair- 
man — effective head of the entire group — occupies. 
“There has been change happening with continuity, 
but no drastic one time change. We do not want to lose 

the essential character of this building,” says Subedar. 

The need to preserve the past was in fact the major challenge while intro- 
ducing the changes needed for green building certification. “The challenges 
are higher when a heritage and existing building goes in for green certification 
as nobody wants to change the facade." says S. Raghupathy. Director, IGBC. 
"Getting appropriate materials becomes difficult and so does implementing 
measures to achieve high energy efficiency." 

The key company involved was Ecofirst Services, a subsidiary of Tata 
Consulting Engineers and one of the latest acquisitions of the group, which 
was already engaged in sustainability initiatives. It accelerated the greening 
efforts the Tatas had already begun from 2009. 

There were compulsions that triggered the effort. “The fact that from 
2()11 we were not supposed to use the gas Freon as a refrigerant, as well 
as other regulations relating to fire protection and air conditioning pushed 
the change.” says Freddy P. Talati, CEO of The Associated Building Co., the 
Tata outfit that owns Bombay House. But there were constraints too. “With 
a heritage building you do not know its load bearing capacity. The facade 
also has to be kept intact so major changes cannot be made,” says 
Chitranjan Kaushik. COO, Ecofirst Services. It also involved a mindset 
change for the employees. “There is a widespread practice in offices: once 
vou switch something on, you don't switch it off till you leave.” adds Talati. 
That could not go on. 
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; @ Rainwater harvesting tank built 


P^ For Cnergy 
B efficiency 
@ LED lights installed all over with their 


guarantee period renegotiated for five 
years 


@ Sensors placed in public areas of 
the building to cut off power 
when the space is not in use 


€ Clean energy bought from a 
renewable source for a low carbon 
footprint 


® 190 lakh saved per year on 
the building's power consumption 


For water 
efficiency 


® Valves that control water flow 


. installed in restrooms 
. € Low-flow fixtures, which again save a 


good deal of water, installed 






For health 
and hygiene 


® Improved waste 
management, using segregated 
bins for dry, wet and medical 
waste 

® Duct built to draw in more fresh air 
and improve air quality in the building 
€ Began monitoring and controlling 
carbon dioxide levels in the building 


® Installed an ozone system to clean 
the air-conditioning ducts removing 
fungus and moss build up 


For site 
management 


& Increased focus on managing e-waste 


® Traded landscaping requirement for 
green buildings - since there was no 
space for it around Bombay House - 
by pointing out that several gardens in 
Mumbai were maintained by Tata trusts 


The first step he took was to replace all the bulbs and 
light fixtures, putting in the more energy efficient LED 
lights. Not only that, since he was buying in bulk. he 
negotiated to get the warranty period for the lights ex- 
tended to five years from the usual one year. “That was a 
saving of almost 50 per cent,” he says. Sensors were also 
installed with the lights, which led to bigger savings. 
Subedar says one night when he was working late, he 
noticed that the lights in a restroom he passed on his way 
out were still on, though emplovees had all left. "The 
next day I asked Freddy (Talati) why he did not tell 
the security staff to switch off the lights after a par- 
ticular hour. Freddy went a step further and said he 
would install sensor based lights, which would go off 
or on depending on whether there were people using 
the restrooms or not. I thought he was being a bit too 
futuristic but actually it works." 

Bombay House's location. in a narrow lane. also 
proved a problem. It opens directlv on to the road, 
with no compound wall around it, so landscaping 
- a mandatory requirement for green buildings — 
was out of question. But there was a way around it. 
"Several gardens in Mumbai have been maintained 
by the Tata trusts for more than 75 years,” says 
Rakesh Bhatia, Vice President, Ecofirst. "We high- 
lighted this to the IGBC and it granted us the points 
reserved for landscaping." 

Maintaining internal air quality as per the requi- 
site levels was a tall order as well. "We found the 
windows would never open and the 
air-conditioning system never took in 
fresh air," says Kaushik. "We had to 
devise a system to get in fresh air." So 
what was done? "We made a duct 
which goes in at the top and every 
day our building management system 
tells us what the quality of the air is 
like, so that levels of carbon dioxide 
are known and enough fresh air is 
provided." says Talati. Bringing in 
fresh air meant more expenditure on 
cooling. but for the Tatas it was 
money well spent. The air-condition- 


® Initiative started in 
early 2009, certification 
received in March 2014 


€ Bombay House is the first 
heritage building to get a 
Gold rating from the Indian 
Green Building Council 





| For Ecofirst's expansion plans, go to 


| www.businesstoday.in/bombayhouse-ecofirst 





one in the basement." The solution: Rainwater is col- 
lected from other sources and pumped up to an overhead 
tank at Bombay House. 

Finally. there was the question of energy use - much 
of it had to be from renewable sources. Once again. in- 
stalling solar photo voltaic panels on the roof was a 
problem. “Putting that kind of load on the building was 
not possible,” adds Bhatia. But there was a way out — buy- 
ing renewable energy certificates from the market. The 





team turned to Tata Power, which 
was already trading in RECs, and 
an arrangement was finalised. 
Currently, 75 per cent of power 
used at Bombay House is renewa- 
ble energy. 

Subedar admits that all these 
initiatives do have an additional 
recurring cost, but the team 
showed him the saving it was 
bringing about. In 2009. before 
the greening began. Bombay 


ing ducts were made fungus and al- 
gae free by installing an ozone system 
to clean them. 


€ Ecofirst, the sustainability 
arm of Tata Consulting 
Engineers, played a key role 


House was consuming 1.85 mil- 
lion units of electricity annually - 
by 2014, it is down to 1.25 million. 


To save water, low flow fixtures 
had to be installed in all the re- 
strooms. This was by no means a 
simple task. “Strict guidelines were given pointing out 
that the tiles in the restrooms were also heritage tiles and 
even if one of them is broken in the process, replacing it 
will be difficult.” says Bhatia. Given the space constraint, 
rainwater harvesting was another challenge. “We could 
not have a tank outside the building, nor could we have 


in the effort 


At X15 per unit, that is a saving ol 
190 lakh. 

Nor is this the end. Ecofirst is 
now working to make the 1 00-acre Tata Institute of Social 
Sciences in Hyderabad a sustainable development project. 
As lor Bombay House there is a further peak to scale with 
still more energy saving - the platinum rating. € 


@manishasinghal 
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STRONGEST 

















ever more has success of a brand in India 
been so paradoxical than Horlicks from the 
GlaxoSmithKline Consumer Healthcare 
(GSKCH) stable. Conventional management 
wisdom will tell you to extract as much as 
you can from a brand and its variants but to 
derisk the owner from overdependence on 
the brand. But Horlicks is a case of repeated 
success with brand variants making a virtue 
of GSKCH's dependence on it. “Horlicks is a 
very powerful brand associated strongly 
with the milk and health space. This is both 
its strength and its weakness,” says market- 
ing consultant Sunil Alagh. 

GSKCH’s health food drink (HFD) brands — 
Horlicks, Boost, Maltova and 
Viva — account for 58.6 per 
cent by value and 65.1 per 
cent by volume of a some 
15,000-crore market, per date 
from market researcher 





Qs, 


Cadbury India's Bournvita had a share of 17 
per cent and Heinz's Complan, 1 1 per cent. 

Now, flip that inwards. The HFD category 
contributes 77 per cent to GSKCH's revenues 
of 33,079 crore for calendar 2012. (Results 
for 2013 have not been announced yet.) 

So, really, how has the company fared in 
fortifying a brand that is 140 years old? 
Horlicks was locally manufactured in India 
only since 1958, though it had been available 
via imports since the early 1900s. It was one 
of the early starters with aggressive advertis- 
ing and it pulled in celebrities such as 
Amitabh Bachchan in the 1970s to endorse 
its brand over radio. 

"But Horlicks remained 
largely a family drink till the 
1990s," says Jayant Singh, 
Executive Vice President, 
Marketing, GSKCH. The com- 
pany then recognised that 


Nielsen for 2013. Horlicks by volume, Horlicks's there was a specific need for 
and its variants account for share of the branded toddlers in the one to three 
almost half the HFD market by ———— years age group and 
volume. (See Healthy As Ever.) launched Junior Horlicks in 
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EXECUTIVE SUMMARY: 
Brands and products tend to age over 
the years if not nurtured properly. 
Horlicks has learnt to defy age. 

By successfully launching variants 
at different points in time, it has 
strengthened its core brand values, 
apart from addressing new 
consumer needs and thus 
bringing such consumers into 
its fold. This case study looks 
at how Horlicks has avoided 
getting dated. By SHAMNI PANDE 


1995. It had made a bid for its first brand 
line-extension with biscuits in 1992, but that 
hardly moved the needle for the company. 
“The market, for various economic and other 
social conditions, was undergoing several 
changes and we saw only single-digit growth 
in our top line,” says Singh. 

This was a period of turmoil in the 
consumer products market, as India, 
after liberalisation, saw the entry of 
several new brands both from do- 
mestic and international players. 
Bournvita and Complan were 
seen to be strong contenders in 
west and northern parts of the 
country, so was local player 
Jagatjit Industries with its 
brand Maltova and Viva in A 
the north. GSKCH ac- 
quired Maltova and 
Viva and effectively 
prevented competi- 
tion from opening a — 
new front. 

It simultane- f 


www. businesstoday.in/casestudy-horlicks 














May 11 2014 BUSINESS TODAY N5 


AIA 


u025'sog8murÁKepojvipuj MMM/VAUHAW NV 





CASE ILUA Horlicks 
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A MIXED BAG FOR HORLICKS 





he core Horlicks brand is successful. It lays claim 

to more than half the white-malted beverages 
market. Therefore, increasing market share 
substantially might be difficult. But Horlicks has been 
steadily introducing line and brand extensions to 
keep itself relevant. Generally, when the market 
share of a brand is very high, it gets strongly 
identified with the parent category and, therefore, 
gets difficult to stretch. This has been seen in strong 
brands such as Colgate, Nirma, Ponds and Lifebuoy. 
(This is the paradox of brand extensions: weak 
parents are difficult to stretch; ironically, so are very 
strong parents.) 

So, stretching the Horlicks brand may not be 
easy. But stretching into categories in the immediate 
neighbourhood might be easier than stretching into 
distant ones. Horlicks may find it easier to stretch 
into variants (Junior Horlicks, Mother's Horlicks, 
etc). Extensions beyond that into categories like 
biscuits might prove to be more difficult given the 
brand's equity. The question even for variants is 
whether a "kids" brand can be extended to "adults". 
However, that is still easy to argue because the 
extensions are also malted beverages. 

But once a “malted beverage" wants to extend to 
"food" (biscuit/noodles), that needs more careful 
negotiation. Horlicks biscuits, for instance, have been 
available for years now. However, their contribution to 
the company's kitty has been small. Horlicks oats claim 
better traction. But this category, too, sees stiff 
competition from Indian and multinational brands. 
Meanwhile, several of Horlicks extensions like NutriBar, 
Chill Dood and flavoured milk have been wound down. 

Extensions have so far been a mixed bag for 
Horlicks. They have miles to go before they become 
family silver like their parent. 


"Stretching into 
categories in 

the immediate 
neighbourhood of the 
mother brand may be 
easier than stretching 


into distant ones" 


Y.L.R. MOORTHI 
Professor (Marketing), IIM Bangalore 





86 BUSINESS TODAY May 11 2014 





ously invested in consumer research and ag- 
gressive brand strategy. "We would visit homes 
and the company wanted to listen in to the 
consumer needs even in the early 1980s. "says 
Bindu Sethi, Chief Strategy Officer at ad agency 
IWT. She has been associated with the brand 
since then, first as part of market research firm 
IMRB and then when she joined HTA (now JWT) 
in 1988 as a media planner. "It was this con- 
sumer voice that found reflection in the reposi- 
tioning of Horlicks as a drink targeted at chil- 
dren in 2003, with the 'Epang. Opang. Jhapang’ 
campaign." she says. (Watch the campaign on 
YouTube at http://bit.ly/epang.) 

This was the tipping point. What appeared to 
be a natural slot for the brand to slip into, actually 
followed heated debate within the company: 
Horlicks was a family drink until then. the great 
“family nourisher". All branding and communi- 
cation spoke to different family members and how 
it meant different things to different people, while 
the new campaign spoke to children directlv. 
"There were worries that it would disengage a 
loyal adult base." says Charubala Sheshadri, 
Marketing Director, Wellness (OTC) and Oral 
Health, GSKCH, who joined the company in 2004 
as marketing manager for Horlicks. 

This campaign, however, was just the precur- 
sor. The company has always viewed Horlicks 
equity as a bank deposit since. “It has invested at 
every critical juncture in the brand and its nutri- 
tion profile backing it with proof of science.” says 
Sheshadri. In 200 3, it offered its newly formulated 
Horlicks to the National Institute of Nutrition 
(NIN) at Hyderabad, which conducted research to 
prove its effect on the growth of children. “We 
clearly identified three key benefit areas to do with 
bone health of children, muscle health and their 
ability to focus better,” says Singh. This led to the 
“Taller, Stronger, Sharper” campaign. 

In this, the company tapped into the growing 
pester power of children who now were key deci- 
sion makers not only with what they ate. but 
also other key decisions around the household. 
There was someone else too, pushing for this 
change. The company now had a new managing 
director in Zubair Ahmed in 2007. He inherited 
a company that had already accelerated into 
double-digit growth. By then, the company had 
speeded up its brand variant launches with 
Horlicks Lite in 2005, aimed at diabetics and 
Horlicks NutriBar in 2006 (this launch did not 
work as planned). “We were already a part of the 
morning menu with milk. Now we are growing 
in our presence with various extensions and 
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1958: starts production in India 


1992: Begins its first brand-line 
extension with Horlicks Biscuits 
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positioning Horlicks strongly 
for children rather than the entire family 


2005: Launches Horlicks Lite, a low-fat 
and low-sugar alternative 





2009: 
Starts ‘Taller, 
Stronger, Sharper’ 
campaign 


2011: introduces Horlicks 
Gold, its premium brand 


2012: Presents 
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JUXTAPOSITION OF THE 


SUBLIME AND THE RIDICULOUS 





Hous offers a fascinating view of what to do 
and what not to do, when it comes to brand 
extensions. On this front, the evolution of Horlicks 
is replete with ideas of dos and don ts. In fact, one 
also sees a juxtaposition of the sublime and the 
ridiculous. 

What has Horlicks done right? Clearly, the 
strategy of attacking itself, in core Horlicks 
territory, before someone else does, has worked 
to keep it ahead. Identi-fying, creating and fast- 
tracking sub-segments have ensured that it has 
left no obvious gaps for other players to exploit. 
Full marks here definitely. 

What has it not done right? Overextension of 
the brand - with Noodles and Cereal Bars — into 
completely unrelated categories has made it pay, 
both in terms of wasted effort and long-term 
dilution of the mother brand. And one really 
wonders why, given that the success of Boost and 
the failure of Chocolate Horlicks (its first attempt to 
take Horlicks into a seemingly similar but actually 
different consumer space) should have taught it a 
valuable lesson. It has also not been successful in 
finding ways to make Horlicks a more mainstream 
product in the north and west of the country. One 
can only presume that these misses were driven by 
some arrogance and a reluctance to invest and 
take a hit on profitability. 

On biscuits and oats, too, I have my doubts for the 
same reasons. 

In the final analysis, GSKCH is a very successful 
company and Horlicks is one of the strongest 
brands in the food and beverage business. 
Questions about its future arise only due to its 
overwhelming dependence on Horlicks in its core 
areas. This makes one critical of some of its actions 
that have not been thought through. 


"Questions about 
GSKCH s future 
arise only due to 
its overwhelming 
dependence on 
Horlicks in its 
core areas" 


ARUN HEGDE 
Former MD, Wrigley India 
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adjacents," says Ahmed. 

The company found that women were an ignored 
segment as there was no specific product addressing their 
specific need. This led to the launch of Women's Horlicks 
in 2008, creating a blockbuster product. "It has been 
growing 60-65 per cent year on year [even if] on a small 
base," says Singh. But the effect has been that Horlicks 
Lite combined with Women's Horlicks ensured that the 
company clocked growth of more than 17 per cent in 
revenues until 2011. Given that competition was also 
pumping up volume on the benefit of micronutrients and 
research-backed offering, in 2012 GSKCH again decided 
to challenge itself to deliver further on its by-now older 
promise of "Taller, Stronger, Sharper". Aided by its R&D 
centre, it formulated a blend of Horlicks that was guided 
by its earlier study done by NIN. The results showed five 
clear areas of benefit: more bone area, more muscle, bet- 
ter concentration, more active nutrients, and healthier 
blood. This led to its launch of the “5 Signs of Growth" 
positioning and campaign. 

GSKCH had its hiccups with its Horlicks extensions. 
The 2010 launch of Chill Dood, its flavoured milk range, 
did not take off. Nor did its attempt to launch cream 
biscuits and noodles, under the brand Horlicks Foodles, 
in 2009. "I think it has huge potential in the health seg- 
ment of biscuits with digestive, diabetic, milk, etc. 
However, in segments like noodles and snacking where 
taste is supreme, they will find it difficult to compete with 
the likes of Nestle and ITC," says Alagh, the marketing 
consultant and former managing director of biscuit 


BEST OF THE LOT 





Anupama Prakash, Student, IIM Kozhikode 








maker Britannia Industries. 

According to Alagh, GSKCH needs to transform brand 
Horlicks from “purely health, especially aimed at chil- 
dren, to a tasty but healthy positioning” for all. Therein 
lies the challenge. Industry insiders say much of the 
company's success has come from adjacent brand vari- 
ants such as Horlicks Junior, Women's Horlicks, Horlicks 
Lite and Mother's Horlicks and not from extensions 
into biscuits, noodles and, even low-priced HFD variants 
such as Asha. 

Latest extensions like Horlicks ProMind and Horlicks 
Gold are yet to establish themselves conclusively, though 
they have shown promising offtake in their test markets in 
the south. GSKCH thinks successes far outnumber failures. 
“We are already the second-largest brand in the south 
after Quaker Oats,” points out Singh. GSKCH is certainly on 
a fast track. According to the Ace Equity database, Horlicks 
and its brand variants have helped the company accelerate 
its revenues and profits in the last five years (till December 
2012) to 19.2 per cent and 23.4 per cent, respectively, 
against 13.1 and 20.8 per cent in the preceding live years. 
Taller, Stronger. Sharper, indeed. + 


@ShamniPande 
What should Horlicks do next to consolidate and extend its 
market share? Post your comments at businesstoday.in/cas- 
estudy-horlicks. The best response will be published in the 
magazine and will also win a copy of a Harvard Business 
School Press pocket mentor. Previous case studies are at 
www. businesstoday.in/casestudy. 


BT receives many responses to its case studies. Below is the 
best one on Quenching Chennai's Thirst (Mar 16, 2014) 


hennai being a coastal city was ideal for adopting desalination because of 

the abundant availability of seawater. The involvement of private players 

and the EPC mode of operation (which helped the government to retain 
control over the whole plant) were the main factors behind the success of the 
entire desalination set-up. However, desalination is not an issue-free process. 
Though the government was able to reduce the cost of one litre of water from 4.8 
paise to 2 paise using energy-efficiency improvement systems, desalination as 
such is costlier than traditional methods like conservation of fresh water. Also, 
the process of desalination can have harmful environmental implications. The 
Nemmeli plant has already been facing flak from adjoining villages for release of 


brine water and disposal of salt residues. Desalination on a large 


scale can also disrupt aquatic life. An alternative to desalination is rainwater harvesting, which is cheaper and 
much simpler to implement. In fact, the erratic rainfall pattern of Chennai necessitates storage of rainwater, 
which is why the government of Tamil Nadu made rainwater harvesting mandatory in 2003. Awareness campaigns 
on water conservation need to be promoted and community-based water conservation methods, like those 
adopted in water-dry states like Rajasthan (Alwar region), need to be encouraged. Correcting the supply chain 
to fix inefficiencies, leaks and wastage in the system can easily save millions of litres of water every day. There 
should be an overhaul in the system so as to address the issue of water scarcity from both demand and supply 


RUNNING 
MEETINGS 





sides, and only that can be a long-term, cost-effective solution to this issue. 


Anupama wins a Harvard business School pocket mentor 
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S a Eh LI r^ a Welcome to THE MET - the future of hospitality embedded with responsible 
luxury. No other address matches its unique blend of minimalist design, 


Jlapenese hitchen i 
innovative technology and eco-friendly practices. Redefining excellence and 
exemplary service, the iconic New Delhi hotel reflects refined tastes ond 


C h U C ri c y unsurpassed lifestyle of the elite travellers. The sensory experience of THE MET 
P 


bar + tandoo attests to its status as a modern New Delhi landmark and to stay here is truly an 
expression of privilege. 
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F anagers have turned bullish with economic indicators improving, 


finds 
By MAHESH NAYAK 


hintan Haria, Fund Manager at ICICI 

Prudential Mutual Fund. was fully invested 

in equities by the end of February on expec- 

tations of a bull run. As the market touched 

/ new highs in March he took some profit 

and pared his portfolio to 90 per cent, as he 

felt the rise was faster than expected and it was better to sit 
on some cash ahead of the April-May general elections. 


Still, he is optimistic about 
Indian equities and believes 
the worst seems to be over for 
the economy. "GDP [gross 
domestic product | growth has 
bottomed out, inflation has 
peaked and the fiscal deficit is 
the talk of the past," he savs. 
Another major factor for 
fund managers such as Haria 
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PARTICIPATING MUTUAL FUND HOUSES © 


| Baroda Pioneer 5 SBI MF 9 BNP Paribas 
2 HDFC MF 6 DSP BlackRock 10 ING MF 

3 ICICI Prudential 7 UTI MF 11 Mirae AMC 
4Sundaram MF 8 Birla SunLife 12 Taurus MF 


The 12 fund houses account for 56.496 of assets under 
management of the MF industry 


e fifth edition of the BT-Morningstar Asset Allocation Survey. 


turning bullish on equities in the past three months is the 
expectation that the Bharatiya Janata Party-led National 
Democratic Alliance (NDA) will come to power at the 
Centre alter the elections. The mood has changed as 
market players, who earlier expected a fractured mandate 
in the polls, now believe a stable government will be 
formed. This confidence is reflected in the fifth edition of 
the Business Today Morningstar Asset Allocation Survey 


of fund managers. The survey 
shows no fund manager ex- 
pects the Bombay Stock 
Exchange's benchmark 
Sensex to fall below the 
21,000 level by the end of 
March 2015. The Sensex 
closed at 22,628.84 on April 
17, a day before this maga- 
zine was sent to press. 


For the complete survey, go to Ex- 
businesstoday.in/asset-allocation5 
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At what level do you expect the BSE | Which sectors are you least confident 
Sensex to be a year from now? : about over the next one year? 
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Banking Capital Goods : What allocation would yo omme 
PEVNA S N NESET INFE TT IAT E T NA A A A : for equity, debt, gold and cash over 


the next one year? 
The survey shows 60 per cent of those polled expect : 
the Sensex to trade between 23,000 and 25.000.and : Equity Debt Gold Cash 


30 per cent feel it could top 25.000 in the next one i 50-70 20- 40 0-20 0-10 


year. This is a dramatic change from the survey's third 


edition in October when only 15 per cent fund manag- EOE EAI AIIE IEE I OOIEOE ia 
ers expected the Sensex to cross 20,000 and from the : 
fourth round in February when 45 per cent predicted — €: Over the next one year, which leading 

a level above 23,000. | global markets are likely to be most 


In the latest survey, all fund managers expect a 


sustained rise in foreign inflows. However, if there isn't favoured by institutional investors? 









a favourable outcome from the election or if there is a : Other United States 
fractured mandate, a majority 92 per cent of the fund : — Emerging 
managers see the equity market tumbling. "One can't ; Markets 0 
predict the outcome of the election, but the entire herd —— : Other 
expects the NDA to come to power. Any disappoint- — : BRIC Developed 
ment will see a minimum 15 per cent fall in the : Markets 
Sensex,” says Haria. 
i Japan - ka 

The survey showed that, while fund managers are — : — 
confident about the Sensex scaling new peaks, they i LE AEE ETPA E EEEE P A T ELERE L E A EA E I T AO AEAII IE T sesame — 
aren't ready to take more exposure to mid- and small- : í 
cap stocks. No fund manager wants to invest more i How will the market behave if the i 
than half of the portfolio in mid- and small-cap stocks, — : upcoming general election results ina 


compared with 27 per cent in the previous survey. i fractured mandate? 
Despite the sharp rise in the Sensex in the past few : 
months, valuations seem compelling to fund manag- 
ers, with 58 per cent of them expecting the index's 
price-to-earnings ratio, an indicator used for valuing 
stocks, to hover between 14 and 16 times forward 
earnings over the next one year. A quarter of those 
polled expect the ratio to be between 16 and 18 times 
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All figures in per cent 
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forward earnings. Apart from shares, fund managers 
are looking to take more risks in the debt market. The 
survey showed that half of those polled expect to in- 
crease their exposure to lower-rated debt in the com- 
ing year while the other half want to hold on to their 
lower-rated paper. 

The survey also shows that fund managers expect 
the economic situation to improve. GDP is likely to 
grow at 5.5 per cent to six per cent, feel 42 per cent of 
the respondents. Only 18 per cent expected GDP 
growth to touch this level in the previous survey. Half 
the fund managers project GDP growth between five 
per cent and 5.5 per cent. 

Similarly, fund managers believe inflation will 
stabilise in the coming year. Of those polled, 42 per 
cent expect inflation based on the wholesale price index 
(WP!) hovering between four per cent and five per cent 
while 50 per cent see the consumer price index (CPI) 
between seven per cent and eight per cent. WPI infla- 
tion was 5.7 per cent in March while CPI stood at 8.31 
per cent, latest government data show. 

Despite an improvement in the macro environ- 
ment, a majority of fund managers do not expect the 
Reserve Bank of India (RBI) to sharply cut interest rates 
in the next one year. Nearly three-fourths of the re- 
spondents expect the repo rate — at which banks bor- 
row from the RBI — to be in a range of 7.5 per cent to 
eight per cent, unlike the previous survey where 55 per 
cent expected the rate to hover between seven per cent 
and 7.5 per cent. A few fund managers (18 per cent) 
expect the repo rate to rise a tad and stay in the eight 
per cent to 8.5 per cent range in the coming year. On 
April 1. the RBI kept the repo rate unchanged at eight 
per cent in its monetary policy review. 

The survey shows more fund managers than before 
expect the rupee to appreciate. Half of those polled 
predict the rupee to trade around 60 to 62 to a dollar 
over the next one year while 42 per cent expect it to 
strengthen and hover between 58 and 60. Only eight 
per cent feel the rupee will weaken to trade between 62 
and 64 against the dollar in the coming vear, com- 
pared with 45 per cent in the previous survey. The 
rupee is currently trading around 60 versus the dollar. 

The view on crude oil prices hasn't changed much 
among fund managers. Like the last survey, more 
than half the fund managers expect crude oil prices 
around $100 to $110 a barrel. More than a third ( 36 
per cent) expect oil prices to trade in a range of $90 to 
$100 a barrel while nine per cent predict a fall below 
$90 over the next one year. Similarly, the view on 
gold hasn't changed much with 36 per cent looking 
to sell gold and only nine per cent in favour of buying 
the yellow metal. € 





@MaheshNayak 


Who has a higher chance of forming the 
next government at the Centre ? 





BJP and allies 
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With a one-year horizon, where do you 
see India's GDP growth rate? 





At what level do you see the repo rate 
over the next one year? 








How do you 

see the rupee 
moving versus the 
dollar over a 
one-year period? 





All figures in per cent 


Source: BT-Morningstar Asset 
Allocation Survey 
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Too Good to 
Be True? 


Developers are offering 


i a lucrative buyback 
là schemes. But such 

—-— ,— promises may not be 
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always kept. 
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AJAY THAKURI 


truggling to raise funds in 
a sluggish market, real 
estate developers are com- 
ing out with assured buy- 
back/return schemes to 
attract buyers. While they have been 
offering assured return schemes on 
commercial property for years, they 
have of late started offering similar 
plans for residential projects too, 
The fund crunch, it seems, is 
hitting them hard. 
But one should not forget that 
anything which looks too good to be 
true probably is too good to be true. 
Investors, as a rule, must be suspi- 
cious about any financial product 
offering abnormally high returns, 
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that too with a guarantee. Such a 
product will always have hidden 
costs. The cost at times may be in 
form of higher risk. 

Buyback schemes are similar to 
assured return offers. Developers as- 
sure buyers that they will repurchase 
the property at a 30 to 35 per cent 
higher price, within a stipulated time, 
generally 18 to 36 months from the 
completion of the project. “After sell- 
ing a real estate asset such as an 
apartment or an office, the developer 
offers to buy it back within a time 
frame at an assured rate of return. It 
is a good way to raise capital in a slow 
market," says Joy Sanyal, National 
Director, Strategic Development. JLL 
India, a real estate consultancy. 

By doing this, the developer is 
trying to display his confidence that 
the price will rise to a certain level in 
the future. If it does not, the buyer 
can sell the asset back to the devel- 
oper. This gives the buyer assurance 
that he is investing in a project that 
will be profitable. “Investors find such 
schemes lucrative because of the as- 
sured return. Considering the cyclical 
nature of the real estate industry, the 
scheme protects investors from the 
vagaries of the market," says 
Anshuman Magazine, Chairman and 
Managing Director, CBRE South Asia 
Pvt Ltd, a real estate consultancy. 

“Some developers combine buy- 
back and assured return features. For 
instance, a developer promises to buy 


back the property at a premium of 


30-35 per cent and also give an an- 
nual return of 12 per cent a year for 
three years. The overall return comes 
to 60-66 per cent," says Rajan 
Ahuja, director, Realty Verticals. a 
real estate advisory firm. But inves- 
tors should read between the lines 
and should not go by just the prom- 
ised returns. Here, we look at things 
that may make such schemes less 
attractive than they seem. 


Risks involved 

No regulator for real estate: The lack 
of a real estate sector regulator means 
it is difficult for investors to take ac- 





tion against developers for wrongdo- 
ing. "Lack of regulation often allows 
developers to get away with failed 
schemes. which sometimes remain 
only on paper. putting end-users' 
money at stake. If regulated on the 
basis of the development company’s 
record. plus other aspects such as fi- 
nancials, such schemes can be a good 
tool for both developers and inves- 
tors." says Magazine of CBRE. 


No guarantee that the money will be 
used for the same project: It is not 
mandatory for developers to create 
escrow accounts for individual 
projects. An escrow account is the 
easiest way to ensure that the monev 
raised for a project is not used for any 
other project. But there is no law 
which forces developers to do so. The 
buyer has very few options if the de- 
veloper doesn't use the money for the 
project for which he has been paid. 


Don t fall for guaranteed gains, stake 
can be high: Usually, under these 
schemes, developers ask buvers to 
pay 80-90 per cent money upfront. 
This means a huge part of your 
budget is locked-in till the project is 
complete. So. the risk if the developer 
defaults is very high. Project delay 
may also lower returns. That's why 
the buyer should link payments with 
stages of construction. 





"Lack of 
regulation often 
allows developers 
to get away with 
failed schemes, 
which sometimes 
remain only 

on paper, putting 
end-users’ 
money at stake” 


ANSHUMAN MAGAZINE 
Chairman & MD, CBRE South Asia 


Developers ask buyers 
to pay 80-90% of 


the money upfront. 
This means a huge 
‘it of your house- 
uying budget is 
locked-in till the 
project is complete 
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AUALA A Buyback Schemes 





OFFERS AND DEALS 


Launched in the recent past 


ATS 











ASSOTECH 
Project Name 
Breeze 
Location 
Dwarka Express- 
way, Gurgaon, 
Sec 88 B 


Holding Period 
18 Months 


Assured 
enam 30-42% 


Location 
Dwarka Express- 
way, Gurgaon, 

Sector 109 













Holding Period 
36 Months 







Premium 






New developer: These schemes are 
offered by developers whose main 
aim is to address cash-flow issues 
and enable sales, says Magazine. 
“Some new entrants offer unreason- 
able returns, which can neither 
be guaranteed nor paid. Only those 
who follow real estate market trends 
or have reasonable experience of real 
estate investing should subscribe,” 
he says. 


What should buyers do? 


Look at the property's intrinsic 
value: The buyer should evaluate on 
his own or with the help of an expert 
whether the value of the property 
can rise as much as the builder is 
projecting. Will the property be 
worth the promised price? If not, he 
should doubt the developer's motive. 
The investor should find out about 
factors that can lead to a rise in the 
price of the property such as planned 
infrastructure in the area. Prices 
generally go up in a short span if the 
area is likely to be connected by 
metro rail or highway, or an indus- 
trial area is coming up nearby. 
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Project Name 
Tourmaline 
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SUNSHINE 
Project Name 
Helios 
Location 
Noida, 
Sector 78 


Holding Period 
Till possession 


Greater 
Noida West, 
Sector 1 


Holding Period 
18 Months 


Assured 
36% 






Location 
Gurgaon, 
Sohna 
Road 


Holding Period 
18 Months 
Assured 20% 


Premium per year 
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Project Name 
The ACP 


Location 
Noida, 
Sector 62 



































Assured 24 % 


per year 








Check the record of the developer: 
Consider the track record, financial 
health and reputation of the devel- 
oper. Check whether the developer 


has defaulted in the past. And, of 


course, whether he has been com- 
pleting projects on time or not. 
“Even if the builder is trustworthy, 
the lock-in period may become a 
problem if you face a financial 
crunch and need to sell the property. 
This is because the developer may be 
the only person who can buy it from 
you, and he may do so at the same 
price at which he has sold it to you" 
says Vineet Kumar Singh, Business 
Head, 99acres.com. 


Read the fine print: The buyer should 
check the fine print for hidden costs. 
“The investor should look into the 
agreement with the builder, which 












Assured 
Premium 


6,000 


Holding Period 
ZEE | 15 Months 
Assured 15-16% 


Premium 


should be watertight and cover his 
risks in case the developer does not 
have liquidity to pay at the required 
time. The buyback interest rate 
should be applicable on the entire 
amount paid by to the builder when 
he or she purchased the apartment 
and not just the base cost. The inves- 
tor should also examine the post-tax 
returns,” says Sanyal of JLL India. 
Most experts suggest caution. 
“The assured buyback basically con- 
verts the house into a financial prod- 
uct, These schemes can be very dan- 
gerous and sometimes almost in line 
with the Community Investment 
Schemes, which are illegal and on 
which SEBI has cracked down heav- 
ily,” says Sanjay Sharma, Managing 
Director, QUBREX, a real estate con- 
sultancy and brokerage in Gurgaon 
So, buyers should not be lured by 
the returns alone. Their first aim 
should be to protect the principal. “If 
the scheme is designed well and offers 
a realistic rate of return, it can be 
good for both the investor and the 
developer,” says Magazine of CBRE. € 
Courtesy: Money Today 
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allies, rhetoric and 
debates continue 
to make noise on 
prime time TV this 
election season. 
But this time, the 
online world too is 
buzzing with election related content 
like never before. And along with the 
chatter on social media networks such 
as Twitter and Google, there are a host 
of innovative apps. 

One such is Kaun Banega PM?. de- 
veloped by Gurgaon-based Ideafarms. 
which boasts 2,500-plus downloads 
since its launch on March 14 this year. 
It gets gamers to predict India's next 
prime minister. "Everybody is looking 
at something that is very topical to get 
attention," says Rajiv Malhotra. 
Executive Director. Ideafarms. who 
developed the game for the makers of 
Yeh Hai Bakrapur, a Bollywood film 
slated for release in May. "The links to 
the movie trailors are embedded within 
the game as a promotional strategy." 

Another game to choose the next 
PM is Be a Millionaire, launched by 
Kolkata-based Foreseegame in 
January. Here, the ones who get it right 
will win {10 lakh. The game has al- 
ready attracted 50.000 players. "The 
entire process is monitored and vetted 
by leading audit and legal firms in 
India. We have a 100-strong team of 
professionals managing the entire 
platform." says Saurabh Newatia, 
Assistant Vice President, Marketing 
and Strategy, Foreseegame. He hopes 
to get at least 500,000 hits by the last 
day of polling. 

"Apps are a new communication 
tool for politicians who are interested in 
communicating with people." says Dilip 
Vamanan, Co-Founder and Director, 
Bullfinch Software. The start-up 
launched India Election 2014 
Candidates, an election-focused app. on 
March 21, which has garnered about 
1,000 downloads so far. The idea 
struck Vamanan in February this year 





after his company was approached by 
two MLAs —one each from the Congress 
and the BJP — to develop mobile apps 
that would help them connect with the 
voters in their respective constituencies. 
India Election 2014 Candidates al- 
lows users to log in with their Facebook 
accounts and find the names and pro- 
files of electoral candidates across all 
543 Lok Sabha constituencies. besides 
historical data, such as who won from 
each seat in past elections. "People 
don't even know who their local MLA 
is. The information is available but is 
spread across the websites of diflerent 
political parties and the election com- 
mission," says Vamanan. 
Mumbai-based iForIndia allows 
users to register with their mobile 
numbers and rate their MPs. MLAs and 
chief ministers' performance on pa- 
rameters such as quality of basic utili- 
ties — water, transport and electricity 
— infrastructure, governance, jobs and 
women’s safety. All the points accumu- 
late to assign a report card to the can- 
didate. Launched in August 2013, 
iForIndia has generated report cards 
for 98 per cent of the 543 parliamen- 


"Apps are a new 
communication tool 
for politicians who 

are interested 
in communicating 
with people" 

Dilip Vamanan, Co-founder, Bullfinch 
Software, which created the app 
India Election 2014 
Candidates 


Launched in 
March 2014 


QOU 


(Downloads) 


tary constituencies, 73 per cent of the 
of the assembly constituencies (about 
4,200 MLAs) and for CMs of all states 
and union territories. “To get more 
people on board, we are advertising on 
Facebook, which has a huge mobile 
audience across the country,” says 
iForIndia's Founder Ankur Garg, who 
quit his job at Microsoft in September 
2012 to set up the platform. The com- 
pany also has plans to launch a mobile 
app version. 

Founded by Vikram Nalagampalli 
in August 2013, Bangalore-based 
Voterite Software works as a social 
network that, among other things, al- 
lows voters to campaign for candidates 
of their choice among their friends on 
social media sites. The platform, which 
was used by Arvind Kejriwal's Aam 
Aadmi Party (AAP) for the Delhi elec- 
tions last year. currently has about 
30,000 registered users and is working 
with 60 candidates. creating their 
profile pages supported with videos and 
campaign slogans. 

Last July, when Deepa Kumar. 23. 
a Political Science graduate from 
Mumbai's St. Xavier s College, spoke to 
politicians about organising Twitter 
chats or Google Hangouts to reach out 
to tech-savvy online voters. they gave 
her the cold shoulder. Things. how- 
ever. are different now. “Everyone 
wants to woo voters online,” says 
Kumar, Founder and Director of 
Mumbai-based GrassRoute India. Since 
it took olTin June last vear. GrassRoute 
has set up nine Twitter chats and six 
Google Hangouts for 10 politicians. 
including Milind Deora of Congress, 
Somnath Bharti of AAP and 
Jayaprakash Narayan of Lok Satta. 

The level of engagement in these 
sessions depends on the topic. For a 
one-hour chat with Rajva Sabha MP 
Rajeev Chandrasekhar on Youth par- 
ticipation and governance issues in poli- 
tics, tweets reached 8.8 million people. 
and for the one on How corrupt is our 
sports administration with AAP's Rahul 
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Mehra, they touched 
1.25 million. Grass- 
Route also markets mp- 
Connect, an Android 
and iOS mobile applica- 
tion. which allows users 
access to contact details 
of MPs or MLAs and connect with them 
right from the app. 

With almost 37 per cent of the 200 
million online citizens eligible to vote, 
Sandeep Menon, Director, Marketing, 
Google India, says that his company is 
trying to keep Indians informed about 
the political scenario in the country. 
keep them engaged and, most impor- 


tant, inspire them to vote. "Outside of 


the US, this is Google's most compre- 
hensive initiative around elections." 
says Menon on Google's Pledge to Vote 
campaign launched on March 24. 
Anyone who visits Google.co.in/ 
elections will come across a host of tools 
such as the Pledge To Vote, which not 
only enables people to express their 
pledge to vote, but also lets them view 
why citizens across the country are 
doing the same. While some citizens 
have pledged to vote for a corruption- 
tree India, others have pledged to do so 
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for a safe and peaceful 
country. There is also a 
Google Score tool 
which gives daily infor- 


into. id ; mation on the most 


talked about politician, 

whose video interviews 
have been most watched on YouTube 
and so on. As of March 31, Google 
Score showed that BJP's prime ministe- 
rial candidate Narendra Modi was the 
most searched politician followed by 
AAP's Kejriwal. 

Meanwhile, Rishi Jaitly. India 
Market Director, Twitter, claims that 
there has been a 600 per cent increase 
in the level of political conversations in 
India on Twitter in the last one vear. 
“There has been a 10x increase in po- 
litical parties and candidates on 
Twitter. There are a billion tweets on 
Twitter every two days about the polls,” 
he says. Twitter offers promoted tweets 
as well as accounts which are being 
actively used by political parties and 
candidates to amplify their message. In 
fact. it also has a designated official in 
Delhi whose job is just to help political 
parties reach out to voters through 
Twitter. Apart from political parties. 


Launched in 
March 2014 
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Twitter has also been actively working 
with a business newspaper and news 
channels for election coverage. "... The 
growing role of Twitter in elections was 
also seen in the state elections held in 
Delhi and elsewhere earlier." says Jaitly. 

While the politicians are excited 
about connecting with people now, 
the enthusiasm may taper off after the 
elections. Some intend to use apps to 
ensure this does not happen. "My 
mandate starts after the elections 
when we will get MPs to connect with 


people on the handling of the affairs of 


their constituencies and making them 
accountable," says GrassRoute India's 
Kumar. In the next few months, she 
wants to add details on the perform- 
ance of MPs in Parliament to the app 
- how they participated in debates. 
which parliamentary standing com- 
mittees they are part of, etc. Garg of 
iForIndia, on the other hand. plans to 
monetise his platform by partnering 
with a TV channel to develop a pro- 

gramme around the content. 
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Graduating 
with more tha 


Top companies are going beyond B-schools to ret 
graduates from leading colleges. sy arunima misH 


hey are barely 20. 
Thev have vet to 
graduate from Delhi's 
prestigious Shri Ram 
College of Commerce 
(SRCC). (The average 
age at which students graduate in 
India is 21.) Yet. according to SRCC'S 
placement cell, nine of its students 
have been hired by global banking 


major Deutsche Bank with an attrac- 
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tive annual pay package of 115 lakh. 

According to job portal Naukri's 
latest Hiring Outlook, there is buoy- 
ancy in hiring activity for freshers 
and entry-level employees in 2014, 
with IT and pharma hirers leading 
the way. This is in contrast to the 
July 201 3 survey in which the max- 
imum numbers of jobs available were 
for professionals with four-to-eight 


vears ol experience. 
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But it's no longer only business 
schools that recruiters are flocking to 
for fresh hires. Top companies, 
mainly in the field of audit. consult- 
ing, IT, as well as start-ups, are now 
targeting graduate schools as well 
with lucrative offers. These include 
premier undergraduate, or Tier-l, 
colleges such as St. Stephen's College. 
Lady Shri Ram (LSR) College for 
Women and sRCC in Delhi: St. 
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Xavier's College, Kolkata: St. Xavier's 
College — Autonomous, Mumbai; H.R. 
College of Commerce & Economics, 
Mumbai: and Christ University. 
Bangalore, among others. 

Says Fidelis Mascarenhas, Advisor 
— Placements & Alumni Relations, St. 
Xavier's College - Autonomous. 
Mumbai: “The trend is employers are 
looking at undergraduates (UGs) now...” 
Milind Apte, Executive Vice President. 


MMM/HSOHUD AVHNAHS 


woo sateumrAeporerpur 


HR, Godrej Properties Ltd, says five 
years ago, his company recruited only 
three trainee executives from UG col- 
leges. In the last three years. the figure 
is up to 55 and next year alone. the 
graduate trainee figure will be 40. 
“They are raw talent with a lot of fire in 
their bellies and consistently show en- 
ergy, passion and drive. They want to 
pursue higher education. They have an 
open mind, while management trainees 
(with more than three years experience) 
develop strong choices and they are not 
very flexible in terms the work they 
want to do.” 

Recruiters seem to prefer big cities 
when it comes to hiring. Says Aditya 
Narayan, President, Staffing. at recruit- 
ment firm Randstad India: "UG students 
in the metro cities are more aware, well- 
informed and many companies have 
their headquarters in these metros." 

In 1999, McKinsey & Company, à 
global management consulting firm. 
hired from only two campuses. Now, 
the figure is up to around 15. This year, 
KPMG, a global professional services 
firm, went to around 25 top colleges. a 
25 per cent increase over last year. PwC, 
one of KPMG's competitors, conducted 
interviews at approximately 20 cam- 
puses this year. Says Shalini Pillay, 
Head of People. Performance and 
Culture (PPC), KPMG: “The number of 
hires from premier graduate colleges in 
KPMG in India went up by almost 50 per 
cent this year as compared to the previ- 
ous year. We expect to have more than 
250 recruits this year.” 

Of the batch size of 700 students at 
SRCC, 450 to 500 showed interest in 
placement and around 325 have al- 
ready been placed this vear as com- 
pared to 2 30 last year. At Kolkata's St. 
Xavier's College, 4 30 students have so 
far been placed, while the figure stood 
at 380 last vear. 

-arsheen 


Irani. Placement 


Coordinator at H.R. College of 
Commerce & Economics, says since 
December 201 3, the college has hosted 
28 companies on campus and facili- 
tated six off-campus placements. “Six 
new companies participated in the 
2013/14 placement season.” [rani adds 
that most students placed in big compa- 
nies complete two years and then opt 
for further education or entrepreneurial 
ventures. 

At LSR, 121 job offers have been 
made this vear. The college attracted 
companies such as McKinsey, Monitor 
Group. Bain Capability Center, KPMG 
and PwC, among others. Kanika K. 
Ahuja. Faculty Advisor, Placement 
Cell, at LSR. says: "Usually, students 
from streams like Commerce and 
Economics get maximum placements. 
Students who are not just academically 
bright, but have had an extensive ex- 
tracurricular and co-curricular experi- 
ence click better." On whether these 
students are the top five per cent of a 
batch. Ahuja savs: "It is difficult to say 
if the students who have got placed are 
top five per cent as many students go 
on for higher studies." Mascarenhas of 
St. Xavier's College — Autonomous 
echoes Ahuja's sentiment and says the 
placement process is not only for the 
top five per cent but it's meant lor all 
students equally. "We are making a 
conscious effort to bring in all catego- 
ries of companies too.” 

Speaking of categories. some col- 
leges have categorised the companies 
based on the annual pay packages of- 
fered by them. At LSR. the companies 
are categorised into three groups — Blue. 
Non Blue and Super Blue. Companies 
offering below 18 lakh are categorised 
as Non Blue. 18 lakh and above are 
categorised as Blue and, in exceptional 
cases, a few companies will be listed as 
Super Blue on the basis of higher pay 
package and job profile. 
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B.K. Goyal, Convenor, 
Placement Cell, SRCC, says: “We 
have divided it in different catego- 
ries {12 lakh-plus offered by super 
dream companies, which have re- 
cruited 10 to 12 students. While {8 
lakh to {12 lakh is offered by dream 
companies, others come under 
non-dream companies.” 

Meanwhile, EY (earlier known 
as Ernst & Young), a leading global 
professional services organisation, 
has a tie-up with Indian School of 
Business (ISB), Hyderabad. 
Graduates from around 30 col- 
leges, who join EY as analysts can 
opt for a two-year MBA programme 
that is equivalent to the one-year 
MBA that ISB offers. “The fee is be- 
ing paid by the firm (EY) and it is 
lower than what an individual has 
to pay for the same course (in ISB)," 
says Sandeep Kohli, National 
Director (HR), EY. 

Job profiles depend entirely on 
the core subject in the UG pro- 
gramme. Experts say there are a 
high percentage of commerce stu- 
dents followed by business, eco- 
nomics and arts graduates. Says 
Mark Driscoll, Human Capital leader, 
PwC India: “A BCom graduate, for 
example, will be primarily offered a 
position with the tax and regulatory, 
financial effectiveness, risk manage- 
ment, internal audit, and to an ex- 
tent with our assurance practice. It's 
a simpler and effective job talent 
match where the candidates have a 
clear idea of their job profile and ca- 
reer paths." He also says that to keep 
them engaged. it is important for 
leaders to act as their mentors and 
help them learn the nuances of the 
business, while focusing on their 
long-term aspirations as well. 

The number of recruiters flocking 
to UG colleges is no different from 
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For videos of SRCC students discussing career placements, | 
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path and the possible opportunities 
which could excite them. Though 
even they need a mentor, most 
B-school passouts are clear about 
their direction. On the contrary, 
graduates need more guidance on 
what direction they can possibly 
take based on their competence, 
aspirations and most importantly 
their areas of interest." For 
Professor Michael Gibbs, Faculty 
Director, Executive MBA Program. 
The University of Chicago Booth 
School of Business, graduates and 
MBAs are very different tvpes of 
employees. “MBAs are at a higher 
level but lower numbers, while col- 
lege graduates are at the entry level 
but in higher numbers", 

Hiring specialists say the attri- 


SHALINI PILLAY, Head of People, Performance and Culture, KPMG 


"The number of hires from premier graduate colleges 


those visiting B-schools. To cite an 
example, about 100 companies have 
visited LSR campus this year for 
placement and internships, while at 
the premier B-school XLRI. 
Jamshedpur, the final recruitment 
process saw participation from 103 
recruiters. 

So, how are UGs different from 
B-school students at work? PwC's 
Driscoll terms the former as 
‘Explorers’ and the latter as 
‘Discoverers’. “Most of them (the 
UGs) are more or less through with 
their studies and now want to dis- 
cover what the corporate world has 
to offer. With B-school students, the 
focus needs to be more on the career 


in KPMG in India went up by almost 50 per cent 
this year as compared to the previous year. We 
expect to have more than 250 recruits this year” 


tion rate remains more or less the 
same or slightly higher in the case of 
graduates. Randstad India's 
Narayan says: "The cost of attrition 
is less for a postgraduate/MBA hire. 
Students don't hesitate to go for 
higher studies and the comfort zone 
of being in a job has been reduced 
than what it was a decade ago." 

KPMG's Pillay sums up by saving 
that every year stories of graduates 
receiving top offers could verv well 
mean that the students in graduate 
colleges are, in some way, compara- 
ble to a certain level of students in top 
B-schools. € 


&Mishra Arunima 
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A Samurai from Chandigarh 


Advertising veteran Sandeep Goyal is disarmingly frank as he recounts his years with Dentsu 
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Konjo: Fighting 
Spirit 
By Sandeep Goyal 
Collins Business- An 
Imprint of HarperCollins 
Publishers India 


Pages: 298; Price: 1299 





eis an acquired taste," goes the wry 
quip from a senior advertising vet- 
ran about Sandeep Goyal, the 
man who brought Dentsu, the Japanese 
ad behemoth, to India, acquired a stake in 
it which he eventually sold for an esti- 
mated 1240 crore. Goyal is a Punjabi go- 
getter or, as he describes himself, "the 
small town boy from Chandigarh", who 
many purists in advertising love to hate 
— indeed, for all his achievements, he 
would have as many critics as loyalists. 
His detractors hate him for the tough bar- 
gains he drove, the bitter battles he engaged 
in while wresting his share of the pie — 
much like the Sumo wrestlers he discusses 
in his recent book. 

In Konjo: Fighting Spirit Goyal starts 
from the time he crash-landed in the early 
2000s after having been toasted as the 
highest-paid CEO in the country (at Zee TV). 
To rebuild himself, he trotted off to Japan to 
secure Dentsu's investment. The book cap- 
tures eight years of his life — from the time 
he began pursuing the joint venture with 
Dentsu to his exit in 2011. In doing so, he 
takes the reader past the virtually closed 
doors of Japanese business. He also tells vou 
exactly how ad folks mesh strategies with 
celebrities — using examples such as Aamir 
Khan endorsing the Toyota MUV Innova or 
John Abraham appearing in the Yamaha 
bike ad. 

Stories tumble out, one after another, 
about numerous pitches and misses Goyal 
was involved with, and shows how adver- 
tising is not for the faint-hearted. He tells 
you about the mess that came about while 
establishing an office in Mumbai to service 
the HDFC Standard Life account: how his 
team created the enduring sir uttha ke jiyo 
(‘live with your head held high’ in Hindi) 
campaign, and eventually why and how he 


got out of the ad business. 

There is also an engrossing narrative 
around the Indian Premier League (IPL) and 
Goyal's daring pitch to work with Sony 
Entertainment Television (SET), even as he 
was aware of how Lalit Modi, former IPL 
commissioner, harboured an old grudge 
against him. He freely admits to holding 
back a 328-crore payment to the channel 
alter it rescinded on its MoU and the even- 
tual settlement that followed. 

Goyal holds back no punches even 
while talking about other, much admired 
industry veterans — be it Piyush Pandey of 
O&M. Colvyn Harris of JWT, or Arvind 
Sharma of Leo Burnett, among others. 
There is also a detailed story of Goyal's bid 
to head the Advertising Agencies 
Association of India. And why did he finally 
opt out? "I reached a stage where all I was 
doing was work, work, work and slog, slog, 
slog. It also meant win, win, win and suc- 
Cess, success, success," he writes. 

Goyal is a fine raconteur. Here is his 
description of the controversial public rela- 
tions diva Nira Radia, who handled, among 
others, the Tata account: “She was nothing 
like anybody I had ever met before. Of aver- 
age height, she looked as if she was con- 
stantly struggling to keep her weight down. 
Her make-up in dark pastels matched her 
smart designer business suit. She had an air 
of supreme self-confidence. Her hearty 
laugh was infectious," he writes. 

Anyone interested in marketing. media 
and the communications industry will rel- 
ish this book. It helps answer the question: 
what really happens in the Indian ad in- 
dustry? Advertising. they say, is the "max- 
imum fun you can have with vour clothes 
on”. So, go figure out if vou have the stom- 
ach for it. € 

SHAMNI PANDE 
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Parexel International India Pvt. Ltd. 
Head - IVRS Validation 

Location: Hyderabad / Secunderabad 

Job ID: 14880078 

Description: Responsible for managing a 
team of 50+ validation engineers and 
ensures the changes to ongoing studies are 
delivered to customers on time and with 
good quality. 


Amadeus Software Labs India Private 
Limited 

Sr. Manager-Production Technical Services 
Location: Bengaluru / Bangalore 

Job ID: 14851795 

Description: Strong leadership skills - in 
building a highly motivated & talented 
team. 


Kotcher Consulting India Pvt. Ltd. 
Branch Heads 

Location: All over Kerala 

Job ID: 14906952 

Description: To lead a team of Sales and 
Service executives in various branches. 
MBA with 3 to 5 years experience in 
marketing can apply Should be able to 
achieve given targets. 


Piramal Enterprises 

Senior Manager - Business Development 
Location: Mumbai 

Job ID: 14904299 

Description: Project managing business 
development agreements and grant 
applications in conjunction with a cross- 
functional team, including scientific and 
legal experts to ensure timely completion. 
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Leapahead Global Manpower Solutior 
Head Chef 

Location: Bengaluru / Bangalo 
Hyderabad / Secunderabad 

Job ID: 14754336 

Description: Responsible for setting 
Live Bakeries in food courts within the 
bazaar/pantaloons/ Central Malls. 


iRekruit 

City Head 

Location: Ahmedabad 

Job ID: 14965540 

Description: The Sales Head holds 
revenue responsibility of a cityO crea 
and monitoring operating plans for the 
in coordination with the Business He: 
Country Head. 


Novartis Healthcare Private Limited 
Head- ERP COE 

Location: Hyderabad / Secunderabad 
Job ID: 14995270 

Description: Build up and lead the inte 
ERP Team in Hyderabad in accord: 
with the ERP CoE Operating Model 
fully integrated with the overall Nov: 
Hyderabad Hub framework. 


CareerNet Technologies Private Limi 
Group Head - Medical Imaging 
Location: Bengaluru / Bangalore 

Job ID: 14906669 4^ 
Description: Hands-on experience 
Motion Control Platform of Med 
Equipments - X-ray, CT, Ang 
Mammography. 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box >> And click the "Go" butt 


Have you ever felt the urge to compare your salary? 


Now, you can do 
more than that with 


monster 


` SALARYINDEX 


" , Paycheck. i 


¢ Salary Comparison 
e Salary Calculator 
* Salary Negotiation Tip 


http://my.monsterindia.com/calculate_salary.htm| 
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Mastek Limited 

Technical Lead 

Location: Pune 

Job ID: 14984860 

Description: Proficiency in usage of tools in 
a project environment- Scheduler, 
Timesheets, SM, Defect tracking 
tools/Testing and Development /tools. 


IMSI India Private Limited 

Applicaiton Developer(IMS) 

Location: Hyderabad / Secunderabad 

Job ID: 15002540 

Description: Looking for Appilication 
Developer with 5-7 years of experience. 


Polaris Software Lab Limited 

Biztalk Developers 

Location: Gurgaon 

Job ID: 14969897 

Description: Around 3-4 years Biztalk 


development experience with strong 
knowledge on ASP.net, VB/VC+ +. 


Roland and Associates 

Senior Engineer Specialist 

Location: Bengaluru / Bangalore 

Job ID: 15012952 

Description: Looking for Senior Engineer 
Specialist in bangalore location. 
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ABC Consultants Private Limited 

Java with Documentum 

Location: Bengaluru / Bangalore 

Job ID: 14989273 

Description: 5+ years of experience in 
professional Java software development. 


UST Global 

JDE CNC Admin 

Location: Chennai, Thiruvananthapuram / 
Trivandrum 

Job ID: 15004974 

Description: 7+ years of JDE CNC 
experience with experience working on 


AS400, 


Fujitsu Consulting India Private Limited 
Windows Administrator 

Location: Pune 

Job ID: 15015447 

Description: Strong understanding in the 
compatibility and challenge between 32-Bit 
and 64-Bit Terminal Server Systems. 


fiserv 

Manual Testing with QTP/Selenium 
Location: Pune 

Job ID: 14992880 

Description: Working knowledge of Test 
Management tool, writing and executing 
manual test cases. 


o apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box >> And click the "Go" button. 
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Monster on mobile helps you find candidates 
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To apply for above jobs logon to www.monster.co 


Known. a 


On Facebook 


Newgen Software Technologies Limited 
Regional Sales Manager/Senior Sales 
Location: Mumbai 


Job ID: 13951230 


Description: Responsible to manage 
assigned vertical and provide leadership and 
direction to the vertical sales team of Western 
Region. 


Give India 

Sales Executive 

Location: Pune 

Job ID: 14968982 

Description: Sales executives will be 
required to meet employee's one on one and 
also by giving small presentations and 
explain them about this online charity 
program. 


Black & White Business Solutions 
Corporate Sales Executive 

Location: Chennai, Gurgaon 

Job ID: 15016012 

Description: Corporate selling / client 
acquisition, Key Account Management 
etc. To develop & establish B2B clients for 
our Autographix products such as Clear 
Shield, Bumper Guard, etc. 


NCR Asia Pacific Pte Ltd 

Account Manager 

Location: Bengaluru / Bangalore 

Job ID: 14878532 

Description: This person is responsible for 
account planning and opportunity planning 
for maintaining and growing current NCR 
Financial accounts within an assigned 
account rider. 
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œ Better Connections 


Connects people to Brands on 
the Most Active Social Network. 


Http://apps.facebook.com/ beknown 


Get Lucky. Get Active with Monster. 


Manokam 

Dy. General Manager-Sales & Marketing 
Location: Ahmedabad 

Job ID: 14951050 

Description: Incumbent will be responsa 
for marketing of products to the Re 
Industry. 


Gati Kintetsu Express Private Limited 
Retail Sales Executive 

Location: Navi Mumbai 

Job ID: 15008063 

Description: Developing new business < 
increasing strength of retail business. 


Multi Recruit 

Executive - Territory Sales 

Location: Bengaluru / Bangalore, Delhi 
Job ID: 14987094 

Description: Looking for "Executiv 
Territory Sales " for Bangalore, Delhi, Pt 
location. 


Angel Broking Limited 

Relationship Executive / Sales Officer 
Relationship Manager 

Location: Ahmedabad, Surat gm 
Job ID: 14916372 


Description: Looking tor Sale 
Professional with minimum 0 to 2 yeas 
experience in Equity Sales. 


m >> Type the Job ID in the "Search Jobs” box >> And click the "Go" buttor 
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dEEVOIR Consulting Services Private 
Limited 

Senior Manager - Fund Accounting 
Location: Mumbai 

Job ID: 14983046 

Description: Chartered Accountant 
(C.A.)/CPA/Equivalent Accounting 
course. 


Syntel Limited 

Finance-Capital Market/Investment 
Banking 

Location: Mumbai, Pune 

Job ID: 14938628 

Description: Looking for candidates into 
Finance-Capital Market/Investment 


Banking at Syntel KPO (Mumbai/Pune). 


Pelatis Rigas Professional Services 
Accounts Executive 

Location: Bengaluru / Bangalore 

Job ID: 14984597 

Description: Should have exp in General 
Ledger, Exp in Inter company Transaction, 
Exp in Balance sheet Reconciliation, Exp 
oracle core finance & General Ledger 


module. 


Golden Opportunities Private Limited 
Junior Executive - Accounts 

Location: Chennai 

Job ID: 15002732 

Description: Review and circulate financial 
report to other location as per requirement 
and Tally coordination in case of any issues 
in sync., configuration and reports. 


BAA Abele ste rr.com 


Better Candidates 


With Monster's extensive database and 


fri 


muthoot 


FINCORP 


Deloitte. 


UNITEDHEALTH GROUP 


monster 


Find Better." 


Muthoot Fincorp Limited 

Financial / Business Analyst 

Location: Thiruvananthapuram / 
Trivandrum 

Job ID: 14864150 

Description: Candidate should have strong 
understanding of accounting principles and 
financial analysis. 


Deloitte Consulting India Private 
Limited 

B.Com-Tax 

Location: Hyderabad / Secunderabad 

Job ID: 14937297 

Description: Should be à commerce 
graduate, Should have good communication 


skills. 


UnitedHealth Group 

Assistant Manager - General Accounting 
Location: Hyderabad / Secunderabad 

Job ID: 14990643 

Description: This position requires the 
candidate to have a good understanding ol 
General Ledger close process with strong 
accounting background. 


ADP Private Limited 

Senior Financial Analyst Professionals 
Location: Pune 

Job ID: 14993048 

Description: 5 to 8 years as a Financial 
Analyst with a proven proficiency in 
performing complex financial analysis. 


»» Type the Job ID in the "Search Jobs bo» 
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advanced technology, finding the rigni 
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Get Lucky. Get Active with Monster. 





@ Better Candidates 


monster 


LBNL Peoplebusiness 


| o 





a | Healthy Outlook 


. Four years ago when JASON SADLER 

| had to opt between Turkey and India 

| for starting his company's operations. 
| he chose the former because of that 
country's easy regulations. Cigna, the 
US-based health services organisation 
with presence in 11 countries, 
including China, South Korea and 
Indonesia, has finally entered India in 
partnership with TTK Group. 
Mumbai-based Cigna TTK Health 
Insurance is now the fifth standalone 
health insurer in the country. But 
Sadler, 46, will not go the whole hog 
to launch products. "India is an 

| attractive market with a growing 
middle class and rising disposable 
income, but we will stick to products 
related to health care," he says. 
MAHESH NAYAK 


Jason Sadler 
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President, Ciona Global Indiv 
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Sébastien Bazin on Accor s expansion plans in India at = 
www.businesstoday.in Also vide 





Room to Grow 


More than seven months 
after taking over as the head 
of French hospitality chain 
Accor, SEBASTIEN BAZIN 
recently visited India for the 
first time. Bazin, 52, who is 
extremely bullish on India, 


says: “If you want proof of 


why hotel operators are 
ambitious about India, just 
look at the new airport 
facilities in Delhi and 
Mumbai...” Accor operates 
25 hotels in India and plans 
to double its network in the 
next two years. “India, 
along with China, provides 
the biggest growth prospects 
in the Asia Pacific region. 
We intend to be in the top 
two-three in India,” he says. 
MANU KAUSHIK 
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Abundance of Ideas 


VIKRAM MALHOTRA, former chief operating officer at Viacom 15 
Motion Pictures. is one of those filmmakers who firmly believes 
the power of good content and not so much on big-budget lilms 
When he betted on Tanu Weds Manu — starring R. Madhavan and 
Kangana Ranaut — as the first film under the Viacom bann: 
there was a fair bit of scepticism. When the film went 
to become a box-office hit even without a crowd-pul 
star cast, the studio under Malhotra’s leadership 
decided to do films where the content outshined stai 
power. Even the recent Viacom hits such as B 
Milkha Bhaag and Queen have been greenlit | 
Malhotra. In his new avatar as the CEO of hi: 
own company. Abundantia Entertainment 
Malhotra's vision is to become a premier conten! 
destination of India, where he would create 
content for films, TV and digital platforms 
"I am going to incubate films. invest in script a 
talent and then bring in downstream partners to! 


marketing and distribution. 
VITA SHASHIDHAT f 
| Fr 


Nj 


Video interview with Vikram Malhotra at = 
www.businesstoday.in 
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Global Mindset 


MARK GOODBURN was recently 
in India to chair his company’s 
global advisory executive 
meeting. The country. which 
hosted the meeting after three 
years, has been one of the fastest- 
growing markets for the leading 
professional services firm. 
expanding at 20 per cent. 
Goodburn took the opportunity 
to connect with more than 20 
CXOs and gain insight into their 
plans and their perception on 
international markets, as he feels 
all enterprises are impacted by 
global trends. irrespective of their 
industry or geography. 
"Operational efficiency and profit 
improvement has taken 
centrestage in corporate 
boardrooms and our 
conversation with clients and 
industry leaders is on how to deal 
and stay ahead of the curve in a 
globalised economy,” he says. 
“Technology has transcended 
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intervention is across the 

business continuum of growth, 

preservation and governance,” 
MAHESH NAYAK 
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The Happy Traveller 


His travel philosophy is for people “who do not want to 
confine to traditional”. BRUCE POON TIP, the Canada-based 
travel enthusiast, now plans to add depth to his India 
ollerings. He recently announced a tie-up with Ezeego1, an 
online outfit of Mumbai-based travel company Cox & Kings. 
The idea is to offer new experiences to Indian travellers, such 
as marine, ski and cultural tours, among others. His company. 
G Adventures, has a presence in 100 countries across all 
seven continents and serves 100.000 people annually. 
MANISHA SINGHAL 
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Video interview with C.K. Kumaravel at tod 
| www.businesstoday.in 





Following the Natural Course 


C.K. KUMARAVEL wanted to start a business for wife Veena, and this is how Naturals, now one of India's 
leading unisex hair and beauty salons, was born in 2000. (Veena holds a 90 per cent stake in the 
business.) From 160,000 a month in the third year, Naturals has expanded to clock 1250 crore in 
revenue last vear. The company had only seven salons in the first seven vears, but in the last seven 
years, the figure has risen to 350-plus. Naturals, which has just 17 salons in north India, plans to take 
the number up to 100 by the end of the current financial year. "We will open 650 stores across India, 
which will be the highest in Asia. Besides we will be opening 50 salons in the UAE (United Arab 
Emirates) and GCC (Gulf Cooperation Council) region this year,” says an optimistic Kumaravel. Recently, 
Naturals signed a memorandum of understanding with Bharatiya Mahila Bank, the first all-women 
bank in the country, to help women explore their entrepreneurial skills. Kumaravel wants his company 
to help create 1,000 successful women entrepreneurs and also generate 50,000 jobs. 

ARUNIMA MISHRA 


—— - 2 E _ 4 





ee À9À — — — 


O nni — — — 
— » va b E à 
" 4 * — — nn 
— — — A u 
° ` 
\ —— 
ld 

d | 

+ 











Leaderspeak | 


"at 
Ee *S 








LJ V 
Ru. 





_ VIKRAM LIMAYE 
MO & CEO, IDFC Ltd 


My first role model 
The success stories of 
Middle class personalities 
— from where | live in Shivaji 
— Park (Mumbai) had a 
| profound impact on me 
F when | was growing up - 
"> patriots like Savarkar, 
~ eminent sportsmen such 
~ as Vijay Manjrekar and 
TRamakant Desai are some 
examples. There are many 
others in music, arts, 
education, etc. | have been 
fortunate in my 
professional career to 
meet several outstanding 
professionals but those 
that | have tried to 
emulate are the ones who 
have also been 
outstanding human beings 


My first job 

Arthur Andersen, where 
| started my articleship 
after BCom 


My first boss 

The way the services 
industry is structured 
requires you to work with 
multiple people depending 
on the client and the 
engagement. | have been 
fortunate to work and 
learn from many 
outstanding professionals 
in India and abroad 


My first promotion 

I was promoted to a Senior 
Associate at Andersen 
when I was doing my 
articleship 


My first disappointment 

At 17 | decided not to 
pursue my passion for the 
Indian Navy as a career 
because | wasn't really 
interested in the sciences, 
which was a prerequisite 


Photo by Rachit Goswami 
As told to Goutam Das 
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settle back into the plush seats of the new SKODA Superb. 


[urn on the MUSIC, Stretch out and relax tO the tunes of VOUI 


favourite composer while the world does what it does best. 
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Korean Air has one of the largest global networks in the industry, connecting 125 cities 

in over 45 countries. You can visit more places in the world for all your business and 

personal needs. We'll fly you anywhere and everywhere with the convenience you bal 
J : Mum a 


deserve, because we believe the world is there for you to explore 


Departure 0245 Tue, Tu, Sat 1550 Arrivi 


4] 
Mumbai HELLE ELE Seout — 
Arrival 0110" Mon, Wed, Fn 2005 Oepsrture KOREAN AIR * 


This schedule is tor the period 2^" May to 31" May, 2014 


Tel No. 022 2287 3200 
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anytime, anywhere collaboration 


now made possible by airtel business 


Our Collaboration services can help you increase teamwork in real-time across your organisation. People in 
different Locations can exchange data, share ideas and get real-time response for critical initiatives. 


airtel business Collaboration services comprise of: 


* Audio Conference * Web Conference * Video Conference 


To know how our Collaboration services can create more smiles for your organisation, 
e-mail us at business@in.airtel.com or visit us at www.airtel.in/business 
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FROM THE MANAGING EDITOR 


It’s the Execution, Dummy 


or all the sexiness that a great idea lends to a stellar business, there is usually 
a not-as-sexy backstory of well thought-out, and at times long drawn, execu- 
tion of that idea that results in a solid enterprise. History is full of such exam- 
ples. The most talked about among these is how Apple and Microsoft got their chops 
in their early days copying the so-called graphical user interface (GUI) from Xerox's 
Palo Alto Research Center. GUI as in an icon-based operating system worked upon 
via a mouse as different from the keyboard-controlled computers of the 1970s. Xerox 
introduced a GUI-based personal computer in 1981, but the product was a disaster 
and Xerox withdrew from the PC space soon. Apple, under Steve Jobs, worked on the 
idea for three-four years before introducing its first Macintosh computer in 1984. 
Microsoft came up with its first GUI-based operating system in 1985, but it took five 
years to perfect it. Both companies haven't looked back. Xerox's valuation today is 
about $14 billion, a fraction of Apple's $510 billion and Microsoft's $ 330 billion. 
There are plenty of other examples of early birds missing the worm. Philips in- 
vented the magnetic cassette but Sony reaped most value from it via the Walkman. 
Thomas Edison was the first out with electricity but it was in direct current that 
couldn't transmit power very far. An engineer by the name Nikola Tesla saw the 
flaws with Edison's machines and came up with designs for alternating current 
generators, which with the help of George Westinghouse changed mankind forever. 
Back to Apple: the iPod was not the world's first portable MP3 player. The point is 
simple: when it comes to innovation, the idea is just the 
starting point. If'innovators don't get execution right, their 
idea is destined to be roadkill. 

At Business Today, we get as excited as anyone when 
talking innovation. Who wouldn't marvel at a telemedicine 
model that takes health care to a village without electricity: 
Or, grow a business of a few million customers 20-fold at 
5x the cost? Or, deliver drinking water at less than five 
paise a litre through a massive reverse osmosis plant? We 
have chronicled these and more in the past. For this year's 





AND BOW THEY WERE EXECUTED. innovation special (we've done five in the past), we decided 
— Xx GE to focus on how important diligent execution is for success- 
— — | 


ful innovation. Senior Editor N. Madhavan, who led the 

project, whittled down names from a long list to five suc- 
cessful examples: IPL in cricket, the Tata Ace carriage vehi- 
cle, Bajaj's twin-spark engine, Tata DoCoMo's one-paisa-a-second phone calls, and 
Narayana Health's (better known by its earlier name, Narayana Hrudayalaya) as- 
sembly line surgeries. Some of these innovations have been copied and the impact 
is more on the industry than the company - for instance. Tata DoCoMo - but the 
stories of their execution make for compelling reading. Turn to page 44 for an in- 
structive set of stories, including one from Harvard Business Review on how DARPA 
(short for the US's Defense Advanced Research Projects Agency) innovates. And, 
don't miss the multimedia package at www.businesstoday.in/innovation2014 that 
extends what we do fairly well at Business Today — tell unique stories with rich detail. 

Of course, we have other nice reads, too. Page 102 has the story of Essel's 
Subhash Chandra setting the stage for his two sons to take over; on page 36, we list 
the big capital projects ready to be turned on in the coming months potentially giv- 
ing the economy a leg-up; and a story on how India's foreign and trade policies could 
change if Narendra Modi becomes prime minister (page 32). 

In my last letter, “Manhole Ahead, Mr PM Sir”, I talked about how fragile India 
looked as the global economy turns sluggish. That outlook remains bleak with 
tensions rising over Ukraine (Russia supplies about 30 per cent of Europe's gas 
demand) and unexpectedly slow GDP growth in the US in the January-March 
quarter. Keep your fingers crossed. Mine are. 





— — 
josey.john@intoday.com 
@josey, 


john 
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— Letters to the Editor 


GAME OF 


THRONES 


FULL OWNERSHIP OF INDIA UNIT, 
SPECTRUM IN THE BAG 

A $3 BN ARSENAL 

— VODAFONE GUNS FOR GLORY 





Challenge Ahead 


Your cover story (Guns and Roses, 
May 1 1) provides a good narration 
of how Vodafone chief Marten 
Pieters overcame the trauma of a 
terrorist attack to steer Vodafone 
India into profit. Facts and figures 
have been highlighted in a system- 
atic and chronological manner. 
Vodafone's M-Pesa platform in 
India is a huge success. But its bid 
to enter into the enterprise space - 
a new focus area — will be a chal- 


www.facebook.com/BusinessToday 





- Asish Sharma 


lenge. Hope Vodafone succeeds. 
Thakur Dass, New Delhi 


Modi's Priorities 

The feature on Narendra Modi 
(Falling in Line, May11) has suc- 
cinctly captured the mood of for- 
eign investors. While they accept 
Modi as an able administrator, 
they are worried about his "na- 
tionalist" views. Still the majority 
prefers dealing with a strong Modi 
than the UPA government. Surely, 
Modi's first priority should be turn- 
ing around the economy, lifting 
the policy paralysis and improving 
the disturbing power situation. FDI 
in retail, I feel, is not his priority for 
now. Good relations with the west- 
ern world definitely are a priority. 
T. Anoop Raaj, Chennai 


Fund of Optimism 
The story on fund managers 
(Waitin on a Sunny Day, May 11) 
was quite analytical. Fund manag- 
ers turning bullish towards the 
Indian capital market is a good 
symptom for the Indian economy. 
This situation has come after a 
long period of waiting. Also, mar- 


Gautam Adani says he has got no sops from Modi. 
Then why free ride in plane/helicopter for Modi? 


India and Switzerland are looking at ways to share 
information on black money: Chidambaram 

Government has been discussing the issue since last 10 years. 
When will the real action follow? - Suresh Hemadri 


We are willing to accept even 7100 as deposit, says Bandhan CEO Chandra Shekhar. 


The Sonalika brand, in late 1990s, had started in a very modest way in a market which 
was dominated by few biggies. But over a period, it forced many of major brands to 
review their strategies. And today we all know where it stands in terms of market 
share. - Ashish Kumar 
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kets have risen on their own fun- 
damentals amid uncertain political 
conditions. So, for India, a healthy 
stock market is much more neces- 
sary, because it will pave the way 
for rapid industrialisation and em- 
ployment. The Rising BSE Index 
graph shows India’s economic rise 
and freedom which should be 
maintained well 

Akhilesh Kumar Sah, Faizabad 


Why UP Lags Behind 
The question — why Uttar Pradesh 
fares poorly on socio-economic pa- 
rameters ( Underperformer, May 11) 
- may be haunting many minds in 
the country. Because, if UP prospers. 
India will. But the feudal mindset, 
backwardness in education, caste 
and communal rivalry, defects in 
governance, and poor decision 
making have badly damaged the 
spine of state's economy. In any 
case. there is an urgent need to con- 
sider dividing the state into a few 
smaller administrative units, to en- 
able it to regain its lost glory. 


Jacob Sahayam, Thiruvananthapuram 


Send all your comments to: editor.bt@intoday.com 
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INNOVATION = IDEA + EXECUTION 


It is diligent execution that transforms an innovative 
idea into a commercial success 
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GRAPHIC STORY: 10 
Myths About Innovati 
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HBR: How 
DARPA Attacks 
Problems 
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Small Is Dominant 
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Trade Winds 
of Change 


The trade and strategic moves 
we can expect if the BJP forms 
the government with 
Narendra Modi as PM 











UPFRONT FEATURES 
16 | Quick takes on 36 | On the Right Track 


major events Several large infrastructure projects are almost 
ready to start operations. This bodes well for a new 
government and, potentially, the Indian economy 


96 | No Small Change 


| Modern retail may not be a threat to its existence, 
but your neighbourhood kirana shop is spilling 


things up anyway. 
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20 | Little Reason to Worry 

This year’s monsoon is expected to 
be below normal, but with a little 
luck, we won't have a drought 


22 | The Good, the Bad and the Ugly 


Iron ore mining ban in Goa goes but 
difficult times continue for the miners 





102 | Passing the Baton 

Subhash Chandra has divided up his $ 3-billion 
empire between his two sons, Punit and Amit 
Goenka. That was the easy task. Growth's next 





) 23 | Blessing in Disguise 

The apex court decision to let CAG 
audit private telecom companies 
may be a step in the right direction 


24 | Steeling the Overseas Show 
For the first time since 2007/08, steel | 
exports outstripped imports last year ~ 


112 | Amazing 

Maize production is growing 
faster than that of all other 
cereals, thanks to its growing 
demand as poultry feed, as 
well as for human and 
industrial consumption 


26 | Graphiti: 
Life in the Slow Lane 
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MONEY 

118 | Gold-Plated 
Investments 

Gold buying schemes 
offered by jewellers 
make little sense as 
investment options 












120 | A Growing Olive Branch 


This Mediterranean fruit has begun 
thriving in Rajasthan 





125 | s Winning Everything? Winds of Change at ZEE 


empire between his sons, Punit and Amit? 


LEADERSPEAK : ; 
134 | Vishesh Chandiok Plus: Profile of Amit Goenka, the man to watch 
National Managing Partner, businesstoday.in/zee-succession 


Grant Thornton India LLP 


Changing Tastes 

How the digital media has 

taken away some of the TV 
nNewerch) "TDI ” 

ute Viewership of IPL 7. 

dim businesstoday.in/ip!7-digital 


M-Pesa Rolls Out 
Vodafone launches its mobile commerce ( 
service, enabling easy money transfer to 


distant corners of the country. 
businesstoday.in/vodafone-mpesa 





Expanding Its Base 

Tree House, the well known 
Mumbai nursery school chain. is 
expanding into day-care centres. 
businesstoday.in/treehouse-expansion 
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From time to | Jobs Today Stooping to Conquer 


time, vou will see pages : i i 
a d^ E : * 4 Swarovski has shed its ultra luxury 
NAE CAR RR image to become acceptable to a 


Feature" or wider range of customers. ri 
SWAROVSKI businesstoday.in/swarovski-customers 






Get Lucky. Get Active on Monster 






“Advertorial” in 
Business Today. This is 
no different from an 









advertisement and the Vote, Mumbai, Vote 
| magazine's editorial staff From discounts on haircuts to free drinks, Mumbaikars 
is not involved in its monst er had a range of offers from restaurants, retailers and 
creation in anv wav. Find Better, salons to induce them to vote. 





www.businesstoday.in/vote2014-offers 


STAY | 


www.facebook.com/Business Today CONNECTED 
@BT_India WITH US ON 








COLUMNS | 


Crash? Not Quite The 2020 Leader: Growth versus 
Wilfried G. Aulbur Learning from the Future Development 
says vehicle recalls Santhosh Babu on the The two are nol 


opposed and, indeed, 
must go together 
says Abhay Gupta. 
businesstoday.in/ 
gupta-growth 


two kinds of problems 
executives face — 
‘technical’ and ‘adaptive’. 
businesstoday.in/ 
buddhaintheboardroom 


by companies is 
not necessarily 
a bad thing. 


businesstoday.in/ 
aulbur-autorecalls 





Think Independent 
Tina Edwin on the 
new norms for 
independent 
directors in the 
Companies Act. 


Spain's Veggie Delights 
Spaniards love their meat, 
but vegetarian fears of 
staying 

famished are unfounded, 
discovers Sarika 
Malhotra. 


businesstoday.in/ 
spain-vegetarians 


Invest in Strategy 
Hemant Rustagi on 
how to choose the 
best investment 
options. 


businesstoday.in/ 
rustagi-investment 
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GADGET REVIEWS 


businesstoday.in/gadget-reviews 













Motorola Moto X * 
Its biggest 

highlight is 

'touchless' control 


HTC Desire 210 
Company 
launches its 
cheapest device 
for 38,700 





“India is among the largest 
investors in US real estate” 
Yurop Shreshta, Vice 
President, South Asia, Aginsky 
Consulting Group. talks to 
Sarika Malhotra. 


businesstoday.in/acg-shreshta 








Surround Sound 
: E. Kumar 
i Sharma wonders 
how the new 
DEEP DIVE | government in 
Andhra Pradesh 
What Does It Take? will deal with microfinance 
Suresh Rajagopal shares what appointment boards look for institutions. 
when they evaluate candidates for the top job in companies businesstoday.in/kumar 





businesstoday.in/deepdive-rajagopaiceo 


NOT SO TWEET 


Twitter ethics were put to the test as Biocon 
boss Kiran Mazumdar Shaw said on the 
micro-blogging site: "At a recent Infy board 
meeting, | was most impressed by Rohan 
Murty's brilliant tech-loaded presentation. 
which will enormously benefit Infy." 

The naysayers might have once again 
cried foul over the role of Murty. Executive — / 
Assistant to his father, N. R. Narayan Murthy, 
who returned as Chairman last year. But, the 
questions this time were about the wisdom 
of Mazumdar Shaw, an independent 
director on the Infosys board, in revealing 
board proceedings 

Proxy advisory firms said Murty's 
presentation was not an issue; the board 
can summon anyone to make one. 

Mazumdar Shaw defended her tweet, 
saying she only wanted to tell the world 
how good Murty was and it was not a 
mistake to bring him into the company. 
However, she later sent 
out another tweet: 
“I apologise for this 
inadvertent and 
improper tweet 
on Rohan 
Murty —I agree 
it was incorrect 
to do so." 





PERSON OF THE FORTNIGHT 


Not too long ago, Ramesh Agrawal 
had a bullet in his leg. Gunmen 
broke into his shop and shot him. 
That was when Agrawal was in the 
midst of organising villagers, from 
a small Internet café, to demand 
their right to information about 
mining and industrialisation in 
Chhattisgarh. Now he has what 
they call the 'green Nobel', the 
Goldman Environment Prize. 
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FRUIT AND VEGETABLES OVERTAKE GRAIN 
268.847 
2012/13 






223.09 


2009/10 255.4 


23 2012/13 






212.9 
2001/02 


213.2 
2003/04 










218.1 
2009/10 








191.81 
2006/07 


INN Total foodgrain production 
All figures in Million Tonnes 


145.79 
2001/02 V Horticulture production 
153.30 
2003/04 
Source: National Horticulture Board 

Research: Niti Kiran 
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THE DAUGHTER 
RISES AT 
RELIANCE 


This is futuristic. 
Headlines saying "The 
son rises at such and 
such place" are 
commonplace. Let's 
prepare for this one. 
Isha Ambani, Mukesh 
Ambani's 22-year-old 
daughter, joined 
consultancy firm 
McKinsey in the United 
States. It came as no 
surprise that many 
saw it as a stepping 
stone to a position in 
the Reliance empire. 


For the first time, 
India's horticulture 
production was more 
than its agricultural 
output. A part of it is 
exported, but it can 
be safely assumed 
that Indians are 
eating more fruit and 
vegetables than roti 
and rice. Those who 
plan for the country's 
nutritional security 
will do well to take 
note. 


That was the voter turnout for Parliament elections in 
financial capital Mumbai. Not very high, but the highest 


since 1991. Several Bollywood stars were away in Florida 
for the International Indian Film Academy Awards. 





Hospitality isn't just a service. 
It's our philosophy. 


Experience how the heritage of Swiss hospitality can turn your journey into something special. For bookings and 
inquiries about daily nonstop flights from Mumbai and Delhi to Zurich call 1-800-209-7240/(022) 6713 7200, 
contact your travel agent, or visit swiss.com 
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News Digest 


Economic growth in the US 
stalled in the first quarter. 
Gross domestic product 
grew at a 0.1 per cent 
annualised rate in the 
January-March quarter. It 
had expanded 2.6 per cent 
in the previous quarter. 
Consumer spending rose 
more than forecast, 
propelled by the biggest gain 
in services in 14 years. 


The RBI's recent restrictions 
on credit facilities extended 
by Indian banks to overseas 
entities of Indian companies 
are likely to increase the 
amount of reported bad 
loans, ratings agency 
Moody's said. 


India replaced Japan as the 
world's third-largest 
economy as far back as 
2011, in 
purchasing power parity 
rankings in dollar terms, 
says a World Bank report. 


India slipped to 8 3rd spot 
among 148 economies in 
terms of leveraging 
information and comm- 
uncations technolgies for 
growth and well being, 
according to a World 
Economic Forum report. 
China was ranked 62nd and 
Brazil 69th. In 2013, India 
was ranked 68th out of 144 
countries. 


Core sector growth slowed 
to 2.5 per cent in March, 
down from seven per cent in 
the same month last year as 
the output of fertiliser, crude 
oil and natural gas declined. 
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Nokia Corp has 

decided to move its 
Indian mobile phone 
handset plant out of its 
global deal with 
Microsoft. Nokia will 
instead operate the 
factory as a contract- 
manufacturing unit for 
Microsoft. Nokia has yet 
to agree to conditions 
set by an Indian court, 
including payment of a 
guarantee for potential 
tax dues in a dispute 
with Indian authorities. 


The HSBC India 

Purchasing Managers' 
Index (PMI) for April was 
at 51.3, unchanged from 
the previous month. It 
indicates that 
manufacturing 
production continues to 
remains sluggish with 
moderate expansion of 
new businesses and 
lower output. The PMI is 
based on data from 
monthly survey of 
purchasing executives in 
over 500 manufacturing 
companies. 


Air India Ltd will join 
Star Alliance, the 
biggest global grouping 

of airlines, in July, 
allowing passengers to 
use Star's facilities such 
as airport lounges and 
fly on a network of 
21,900 daily flights to 
1,328 airports in 195 
countries. 


Globally, travellers 

are attached to their 
mobiles, with 91 per cent 
saying they use their 
smartphones on holiday. 
One in three (37 per cent) 
use their smartphone to 
find things to do, and just 
over a quarter (27 per 
cent) are searching for 
hotels. Sixty-six per cent 
of travellers booked 
their last trip online, 
according to travel 
site TripAdvisor. 





Reliance Communications 
has become the first operator 
to offer 3G national roaming. 
It has entered into a tripar- 
tite agreement with Tata 
Teleservices and Aircel to 
provide 3G roaming services 
to each other's customers 
using their network across 
the country. RCom and 
Aircel have permits for 3G 
services in 1 3 out of 22 serv- 
ice areas. Tata Teleservices 
has permit in nine circles. 


Flipkart has launched its 
Same Day Guarantee 
Delivery service in 10 cities, 
including Bangalore, Delhi, 
Mumbai and Kolkata. 
Customers can place orders 
by noon on a business day 
to have their orders deliv- 
ered to them by 9 pm on the 
same day. 


Mutual funds (MF) lost about 
3.3 million investors, meas- 
ured in terms of individual 
accounts or folios, in 
201 5/14 on account of vola- 
tility in the stock market. It 
was the fifth consecutive 
vear of loss of folios by MF. 


The government has dis- 
closed to the Supreme Court 
the names of 18 individuals 
alleged to have stashed un- 
accounted for money with 
LGT bank in Liechtenstein. 


Gold jewellery exports from 
India, the world's second- 
biggest consumer of the 
metal. fell 39.63 per cent to 
$7.86 billion in the year to 
March 2014. India exported 


8992.03 million worth of 


gold jewellery in March, up 
6.09 per cent on the year. 


European Union (EU). 

worried about pests, 
has temporarily banned 
Alphonso mangoes, and 
four other vegetables 
from India from May 1. 
They represent less than 
five per cent of the total 
fresh fruit and 
vegetables imported 
into the EU from India. 


The US Trade 

Representative 
resisted lobbying by 
businesses and avoided 
labelling India with the 
worst offender tag in its 
annual scorecard on 
protecting US patents, 
copyrights and other 
intellectual property 
rights. Instead, the US 
kept India, which is in 
the midst of elections, 
on its Priority Watch 
List along with China 
and eight other 
countries. 


The International 

Monetary Fund's 
board signed off on a S17 
billion two-year aid 
programme for Ukraine 
to help the former 
Soviet Republic's 
economy recover after 
months of upheaval as 
it continues to face 
uncertainty. 


Twitter Inc. reported 

lacklustre user and 
usage growth for the 
second consecutive 
quarter. The San 
Francisco-based 
company said its 255 
million monthly users, 
on average, appeared 
to check the service less 
frequently than a year 
ago. At its peak in 
December, Twitter 
enjoyed a $46 billion 
market capitalisation 
on just $665 million of 
revenue in 2013, making 
it one of the world's 
priciest stocks. 
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This year's monsoon is expected to be below 


t with a little luck, we won't 


30% 


Chance of El Nino 
becoming stronger 
this year 





he southwest monsoon, responsible 
for the primary rainy season in 
India, is expected to be below nor- 
mal this year, along with a slight 
probability of El Nino-related drought. The 
monsoon is likely to be 95 per cent of the 
long-period average, or LPA (average rainfall 
over the last 50 years), the Indian 
Meteorological Department (IMD) said in its 
first forecast in April. Private forecaster 
Skymet had earlier indicated that monsoon 
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Silver lining: Monsoon clouds over a paddy 


field in Kalahandi, Odisha (file photo) 


SHEKH AI HOSH 


would be 94 per cent of LPA. 

The government agency said there was a 
35 per cent probability of the monsoon being 
normal this year, and 33 per cent probability 
of it being below normal. There is also a 23 
per cent chance of this being a drought vear. 
The forecasts will be updated in June. 

IMD classifies rainfall between 90 and 95 
per cent of LPA as below normal, and rain 
below 90 per cent as drought. Rainfall be- 
tween 96 and 104 per cent of LPA is consid 


=- 
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ered normal, and between 105 to 110 per cent. above 
normal. Anything above 110 per cent is considered ex- 
cess. Last year, the country had an above-normal mon- 
soon at 105.6 per cent of LPA, which helped achieve 
record grain output of 263 million tonnes. 

The monsoon is a vital determinant of food inflation, 
as it is critical in sowing kharif crops such as paddy, 
oilseeds, pulses, and onions, Cotton also depends on the 
monsoon, and therefore the fate of the textile industry. 
A good kharif sowing and harvest decide the food infla- 
tion trend during the second half of a calendar year. 
However, a lower-than-normal monsoon does not neces- 
sarily cause a steep drop in agricultural output. In 
2012/13, for example, the 
monsoon was 92.9 per 
cent of LPA (lower than 
this year’s forecast) and 
well below 101.6 percent | 
in 2011/12, but grain out- | 
put that year slipped only a 





SOUTHWEST KHARIF GRAIN 


0.85 per cent to 257 mil- YEAR MONSOON * 
lion tonnes. 
2006/07 | ». 6% 


IMD Director General 
Laxman Singh Rathore 
says there is no need to 
press the panic button at 
this stage. He says: “The 
projected deficiency is not 
huge. Let us wait till mid- 
June, when we get a re- 
vised forecast with details 
of distribution patterns. 
There is no relationship 
between the season's aver- 
age rainfall and agricul- 
tural productivity. The 
distribution pattern will be 
the key". 

The southwest mon- 
soon lasts from June to 
September. Most of the country — except the southern 
peninsula, Jammu & Kashmir, and Assam — receives 
more than 75 per cent of its annual rainfall during this 
period. The monsoon rainfall during this period has a 
direct bearing on the crop yields across the country. 
Agriculture and allied sectors such as forestry, logging 
and fishing, account for 14 per cent of GDP. but employ 
more than half the workforce. 

The IMD has also forecast a 60 per cent probability of 
El Nino this year. A strong El Nino can cause drought- 
like conditions in India. El Nino is a phenomenon that 
lasts about à year on average. During this period, the 
warming of the sea's surface temperature can affect wind 





2014/15 
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* Monsoon as per cent of 50 year average or Long Period Average. 
2014/15 figure is a projection. Output is in million tonnes. 


patterns and trigger floods and droughts worldwide. 

According to Skymet, El Nino and the Indian mon- 
soon are inversely related. It says six of the severest 
droughts in India since 1871 have been El Nino-related. 
including those of 2002 and 2009. But El Nino doesn't 
always mean drought in India. For instance. 1997/98 
was a strong El Nino year, but there was no drought, and 
a moderate El Nino in 2002 led to one of the worst 
droughts. 

"El Nino is evolving as of now, but is expected to get 
arrested," says Jatin Singh, Chief Executive Officer of 
Skymet. "There is only a 30 per cent chance of this phe- 
nomenon getting stronger. If this was amplifying, there 
would be a stronger 
chance of drought. like in 
2009. This does not seem 
to be the case at present." 

The IMD will revise the 
monsoon forecast in June 





ANNUAL GRAIN and also indicate its likely 
OUTPUT — 
OUTPUT INCLUDING RABI distribution pattern. 
However, Skymet projects 
110.58 


peninsular India to be at 
relatively low risk. It ex- 
pects weakness in most 
subdivisions in Northwest 
India (Gujarat, Saurash- 
tra, Kutch, Punjab, Raja- 
sthan and Haryana) and 
West-Central India (East 
MP, West MP, Chhattis- 
garh, Vidarbha, Marath- 
wada, Madhya Maharash- 
tra, Konkan and Goa, 
North Interior Karnataka, 
and Telangana) during the 
whole season. “We are 
looking at a below-normal 
monsoon, though chances 
of a drought are remote." 
says Singh. "Regions in northwest and central India will 
be particularly impacted. Crops such as paddy, soybean. 
maize, cotton and sugarcane could be affected.” 

The impact of an errant monsoon is felt across indus- 
tries such as consumer goods, automobiles, cement and 
steel. A severe drought can make a difference of two to 
five per cent to the country's GDP. Despite agriculture's 
declining contribution to GDP, the monsoon still matters 
a great deal, because of its indirect impact on the pur- 
chasing power of a large section of the population that 
lives on agriculture. € 


217.28 


Source: IMD, Agriculture Ministry 
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FOCUS Mining 





EXPERTS SEE THE 

SUPREME COURT 
DECISION AS A 
BALANCING ACT 

KEEPING IN MIND 
THE INTERESTS 

OF THE 

ENVIRONMENT, 
INDUSTRY AND 
GOAN ECONOMY 
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Partial reprieve: An iron ore mine in North Goa 








The Good, the Bad 
and the Ugly 


lron ore mining ban in Goa goes but difficult times 
continue for the miners. By N. MADHAVAN 


he good news for the iron ore mining 
companies in Goa is that they will soon 
be in business after the Supreme Court 
lifted the 18-month-long ban on mining. The 
bad news is that the move comes at a time 
when global iron ore demand has softened 
and international prices have been hovering 
at $100 per tonne levels. What is worse is the 
fact that the ban was effective when global 
iron ore prices were anywhere between $160 
and $1 30 per tonne. "It is a lost opportunity,” 
says Anjani Agarwal, Partner & Leader 
Metals and Mining, Ernst & Young India. 
The lifting of the mining ban has come 
with an important rider — an output cap of 20 
million tonnes annually. Prior to the ban, Goa 
was unearthing 45 million tonnes and almost 
all of it was exported (the type of ore that is 
found in Goa is of a lower grade and the 
Indian steel industrv does not use it). Now the 
entire ecosystem has to operate at less than 
half its capacity. "This is good for the environ- 
ment but will hurt the players." says Agarwal. 
The global demand declined as China 
slowed down, softening prices. Meanwhile, 


costs have risen for the miners and on top of 


that the government has slapped an export 
duty of 30 per cent. 
l'wo vears ago this scenario was unim- 
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aginable. Iron ore miners were raking in 
profits as demand from China was insatiable 
and global prices were skyrocketing. But the 
reckless expansion of their operations began 
to hurt the ecology. forcing the Supreme 
Court to intervene. 

On October 5, 2012, the apex court 
banned mining after a judicial commission 
headed by Justice M.B. Shah exposed a 
135,000 crore illegal mining scam involving 
the industry, politicians and the bureaucrats. 
India was then the third-largest exporter of 
iron ore in the world and Goa accounted for 
half of its exports. In 2012/1 3. India's total 
exports slumped to 1 8 million tonnes, from a 
high of 117 million tonnes in 2009/10. 

Experts see this move by the Supreme 
Court as a balancing act keeping in mind the 
interests of the environment. industry and 
Goan economy which is heavily dependent on 
mining. But some say it has come late. “It was 
long overdue. Supreme Court need not have 
waited for 18 months to come out with this 
decision,” says V. Raghuraman, an energy 
analyst. “One of the reasons for the economy 
slowing down is the poor handling of the 
problems in the country's mining sector.” @ 
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200% MORE ABSOR: 
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IF CAG STARTS 
AUDITING PRIVATE 
COMPANIES, IT WILL 


‘Improve corporate 
governance and 
transparency 
standards of 

: private firms 


>Put to rest 
founded suspicions 

about specific 
companies if CAG 
gives a clean chit 
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BUT IT WILL ALSO 


Add to the number 
of regulators and 
her agencies private 
zompanies have to 
« satisfy 


Increase costs for 
orivate companies 
RES 4 
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Blessing in Disguise 
The apex court decision to let CAG audit private telecom 
companies may be a step in the right direction. By MANU KAUSHIK 


n the third week of April. the Supreme 

Court took a decision that came as a rude 

shock to companies working with the 
government on a revenue sharing basis. The 
apex court allowed the Comptroller and 
Auditor General of India (CAG) to audit the 
account books of private telecom companies 
(telcos) who share part of their revenues with 
the government for the use of spectrum. 
which is public property. 

In its judgment, the apex court said that 
the CAG can examine the statement of ac- 
counts of private telcos to ascertain that there 
is no loss to the exchequer. It is now believed 
that the decision could have far-reaching im- 
pact on businesses which have been given 
natural resources — such as mines and hydro- 
carbons — by the government. Also, it is likely 
to impact companies in the infrastructure sec- 
tor working with the government on a public- 
private partnership model. 

The judgment has clearly upset Cellular 
Operators Association of India (COAL), the in- 
dustry lobby representing GSM operators in- 
cluding Bharti Airtel, Vodafone and Idea. “We 
already have four regulators closely monitor- 
ing our operations. It will add to the cost bur- 
den for the telcos. Also, a company will have 


to allocate its manpower resource to assist CAG 
in auditing which would have otherwise been 
involved in the regular day job." says Rajan S. 
Mathews. Director General. COAI. 

The respite, according to Mathews, is that 
CAG can only audit the revenue-sharing part. 
“They cannot audit expenses, internal policy 
matters, marketing initiatives or decisions re- 
lated to discounts," he adds. 

The decision could actually augur well for 
the private sector companies, say some ex- 
perts. The auditing bv CAG will improve the 
corporate governance standards of private 
firms and make them more transparent, the 
say. "I think it's a step in the right direction 
Globally. the regulatory and corporate govern- 
ance requirements are of the highest order. | 
think we are moving in that direction," says 
L. Madhusudhan Rao, Chairman of Lanco 
Infratech. a Gurgaon-based power, mining 
and construction company. 

But it is important to know how this deci 
sion will be executed. according to Mukesh 
Butani, Managing Partner at BMR Advisors. 
"CAG should not use this as a weapon for 
witch hunting." he says. € 
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Steeling the 
Overseas Show 


For the first time since 2007/08, steel 
exports outstripped imports last year. 





By AJAY MODI 
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ndia, the world's fourth-biggest steel pro- 

ducer, has re-emerged a net exporter of 

steel after a gap of six years, thanks to a 
subdued domestic market and a favourable 
exchange rate. 

The country exported 5.6 million tonne 
of steel, while imports stood at 5.4 million 
tonne in 201 3/14. Steel exports grew 7.7 per 
cent over the previous year, while imports 
dipped 32 per cent. Exports in 201 3/14 were 
also the highest in over a decade, imports at 
a seven year low. 

"The weak rupee has been a contributing 
factor in growth of exports. 
There were months when 
export realisation was better 
than the domestic market," 
says Ravi Uppal, Managing 
Director and CEO at Jindal 
Steel and Power (JSPL). 

Most domestic steel com- 


Country 


panies reported higher ex- 
ports last fiscal year than be- 
fore. JSPL exported 550,000 
million tonne of steel in the 
last fiscal, up by about 30 per 


Japan € 





cent over the previous fiscal. 
Uppal, however. expressed 
concern at the possible im- 


Russia mmm 


pact of a stronger rupee on 
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WHERE INDIA 


STANDS 


It is the world's fourth-largest 
steel maker 
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India used 
to be a net 
exporter 
of steel 
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2012/13 


Figures in million tonne, Source: JPC 


2011/12 2013/14 


exports. “If the rupee remains stronger than 
the level of 62 to the US dollar, it will impact 
export of all commodities from India. We have 
already seen a drop in March,” he says. 

The country was a net exporter of steel 
between 2002/03 and 2006/07, but imports 
surpassed exports in 2007/08 and the trend 
continued till 2012/1 3 due to strong domes- 
tic demand. However, capacity additions in 
the last two years along with weak domestic 
demand led to a surplus like situation. India's 
steel consumption grew merely 0.6 per cent 
in 2013/14, the lowest in four years, to 
7 3.93 million tonne. 

"The growth in exports 
was mainly driven by robust 
domestic production coupled 
with the strengthening of 
the dollar vis-a-vis rupee. All 
domestic steel producers, 


roduction à; ; ! 
" both public and private, tried 


779,040 to export vigorously,” says 
110,570 C.S. Verma, Chairman of 
SAIL. which itself saw a 28 

86,955 


per cent jump in shipments 
to 471,000 tonne and is eye- 
ing exports of a million tonne 
this fiscal year. € 


69,402 


Data for 2013, figures in thousand tonnes 
Source: World Steel Association 
Research by Niti Kiran 
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LIFE IN THE 


SLOW LAN 


Problems of land acquisition, along with 
the downturn, are slowing down highway 
construction. The market response to projects 
suggested by the National Highway Authority 
of India (NHAI) has been poor, too. 


Research by Niti Kiran 














Graphic by Anand Sinha 


The no. of kms of 

national highways 

awarded for 
construction by the NHAI has 
fallen sharply since 2011/12 






\ Central expenditure on 
The pace of growth of ` highways also fell in 2012/13 
' highways has also fallen. a 
rm Nota km was added, for 
| instance, between 
| A 2009/10 and 
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The growth of national highways across 
states has been highly uneven 
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SOMYA BARPANDA 
PGP (2013-15) 
IIM Kozhikode 


"A stable government will help in a 
smoother rollout of reforms" 


Lately many Indians have been losing sleep over an 
unflattering economic growth rate. gloomy investment 
climate, a weak rupee, and uncomfortable levels of 
unemployment, fiscal deficit and food inflation, Against 
this backdrop. a stable government might not be a 
panacea to our economic woes. But it will certainly 
correct the many factors that have been hitherto 
causing the economy to lose steam. 


First. owing to an uncertain future, most companies 
and investors are warily holding their horses. Once the 
authority at the Centre is ascertained, this wait and 
watch’ phase will end, leading to higher investment lows. 
a stronger rupee, greater economic activity and in turn 
better job creation. Second. a stable government will 
provide a more conducive environment for a relatively 
smoother rollout of reforms. Third. the government in 
power was playing it sale and not pushing for difficult 
relorms aggressively. A stable government would get more 
room lor addressing serious and fundamental economic 
challenges on the power crisis, infrastructure deficit and 
need for skill formation. Last, there will be better scope 
lor exercising fiscal prudence as against the incumbent 
government's pre-poll tendency for fiscal profligacy 


India, however, is notorious for acting only in the face of 
urgency. Whichever government comes to power next 
can only ill afford to not learn from past governments, 
resist complacency and consistently deliver on the front 

of reforms and economic development. 


VISHNU KAANT PITTY 
PGP (2013-15) 
IIM Ahmedabad 
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“Good governance not stability 
is the critical factor” 


This demand, and the implications that a truly stable 
government will have for the country, need closer 
scrutiny. Let's consider the nature of the economic woes 
that is plaguing the country. Inadequate infrastructure 
development, low human development indicators, public 
distribution leakages, faulty policy implementation — 
these are the glaring economic challenges ahead for any 
government that comes in power. The root of all these 
economic woes: corruption. 


A a policy level. to get rid of populist policies, or leakages 
at various points in policy implementation, it becomes 
important lor the government to be rid of corruption 
within itself. This is where the argument in favour ol 
stability is weak. for it is the sense of power fostered by a 
stable government that invariably engenders corruption 


Granted that a stable government will make for a faster 
policymaking process in the country. However, the 
solution to India's economic ills doesn’t lie in the efficiency 
of policymaking, but rather in the nature of policies being 
expedited —in how good the governance of the nation is. 
The world is rife with cases of complacent or corrupt (but 
stable) governments taking economic policies for granted. 
Take, for example, Robert Mugabe, the longest serving 
president of Zimbabwe — who was sworn in for his seventh 
term last year. Under Mugabe's administration, Zimbabwe 
has suffered from much economic turmoil, including 
sanctions, extreme poverty, and most glaringly, the 
infamous hyperinflation of 2008/09. 


The debate continues online. Management students, do log on to www.businesstoday.in/bschooldebate and record your views as well, 
to make this an intellectually stimulating endeavour. The most well thought out comment wins a year's subscription to Business Today 
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31:51:15 foreign Policy 


TRADE WINDS OF 


n 2006, India’s Prime Minister 

Manmohan Singh signed an 

agreement with US president 

George W. Bush, which would 

finally allow Indian mangoes to 
be sold in the US, the world's largest 
economy. James Ziemer, then CEO of 
the Harley-Davidson Motor Co, a 
close friend of Bush, persuaded him 
to allow Indian mangoes into 
America — in exchange for Harley 
bikes on Indian roads. For India, the 
deal was bittersweet. India would 
pay to fly in a US official each time a 
mango consignment was ready for 
export, to inspect it for pesticide 
standards. Meanwhile, India relaxed 
pollution norms for Harley import. 

In hindsight, a former commerce 
ministry aide, who was part of the 
negotiations, says: “We should have 
been tougher. It has gone on like that 
because we allowed it. India's atti- 
tude towards the US has been of sub- 
servience." He spoke with Business 
Today on condition of anonymity. 

If the Bharatiya Janata Party 
(BJP) forms the next government, as 
is widely expected, it could mean an 
end to side-stepping on contentious 
issues at the cost of national interest. 

Rajiv Kumar, Senior Fellow at the 
Centre for Policy Research (CPR), a 
New Delhi-based think-tank, says: 
"Modi's foreign policy would be far 
more commercially and economi- 
cally focused than previous govern- 
ments. It would be in keeping with 
what Vajpayee had followed — the 
approach would be more pragmatic, 
and away from grand gestures.” 

Despite growing recognition of 
the potential of the African market, 
Manmohan Singh did not venture 
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Asked states to play more 
proactive role in building 
trade ties 
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Signalled tougher line 
on border disputes 
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there until a 2007 visit to Nigeria, 
India's largest trading partner on the 
continent. The former commerce 
ministry aide quoted earlier says: 
"We should be maintaining a data- 
base and developing contacts in 
African countries.... The Ministry of 
External Affairs (MEA) needs to pri- 
oritise economic engagement. We 
make eight trips to America and the 
UK in a year, but it takes us years to 
plan a visit to an African nation." 
N.R. Bhanumurthy, professor at 
the National Institute of Public 
Finance and Policy (NIPFP) in Delhi. 
says: "China realised the potential of 
Africa 10 years ago. India is still re- 
alising it. Reportedly, there are signs 
in Zambia, asking Africans to be- 
ware of Indians and Americans. 
with a Chinese translation." He says 
Indian companies operate in Africa 


without support from the Indian 
government. 

He notes that Gujaratis are re- 
markably successful at doing busi- 
ness in Africa. Gujarat's historic and 
geographic advantage has created a 
network of traders, he says, and a 
Modi-led government would use this 
network to improve broader Indian 
trade ties with Africa. 

Ideally, while the MEA should 
identify regions of potential economic 
significance and build relationships. 
the commerce ministry should facili- 
tate trade with those regions. But, the 
MEA has tended to ignore economic 
ties in new markets and focused on 
high-profile visits to developed econo- 
mies such as the US and UK, although 
trade ecuations between India and 
the rest of the world have shifted. 
Trade with Asia now accounts for 
nearly half of India's exports. Africa 
and Lat:n America will be the next 
game-changers. Yet, India's trade 
with Africa is low ($70 billion in 
2012). compared to $105 billion 
with the European Union (EU). 

Indications are that the first 
country Modi would visit if he be- 
came prime minister may be Japan. 
He has often expressed admiration 
for the Japanese model of growth 
and the politics and economics of 
Shinzo Abe, Japan's nationalist 
Prime Minister. Columbia University 
economist Arvind Panagariya, a 
strong proponent of the Gujarat 
model and advisor to Modi's core 
team, says: "Among the three major 
countries — the US, China and Japan 
— Modi cannot visit the US first. 
China should not be the first. So 
Japan would be the first country.” 


The trade and strategic moves we can 
expect if the BJP forms the government 
with Narendra Modi as PM. By sHweta Puny 














HANGE 


Africa: Gujarat's 
historical trade 
ties with Africa 
could be 
leveraged to 
strengthen Indian 
relations overall 





China: Modi is 
likely to adopt a 
pragmatic 


approach and 
keep politics and 
economics 

Lhe separate while 
dealing with 


China 






Japan: Narendra Modi 
has often expressed his 
admiration for Japan's 
model of growth 


South Korea: India's trade with 
South Korea is highly skewed. 
In 2012/13, India's exports to 
South Korea were S4 billion 
while imports were $13 billion 








At the India Economic Conve- 
ntion in New Delhi in March, Modi 
spoke of the need for an overhaul at 
the MEA. He said: “It seems... our 
overseas missions’ primary task is to 
file long reports...to gather informa- 
tion about their host country, write 
political and security analyses about 
the country's old friends and new. 
These dispatches are sent to head- 
quarters, where they 
are read by the rele- 
vant division. While 
such procedures were 
justified in a previous 
day and age, in the 
21st century, both 
foreign policy and the 
foreign office needed 
to change direction.” 

Amitabh Mattoo, 
professor of disarma- 
ment studies at 
Jawaharlal Nehru 
University (JNU) and 
Director of the 
Australia India 
Institute at the University of 
Melbourne, says: “The MEA is an 
outdated institution. It doesn't have 
the talent or expertise to deal with 
the rest of the world. The new ad- 
ministration's most important task 
would be to restructure it and open 
it up to the entry of experts outside 
the system." 

The disengagement between 
trade and the MEA grew under the 
second term of the UPA, which got 
mired in scams and policy paralysis, 
and growth took a hit. India's eco- 
nomic halo started to fade, while the 
MEA continued to focus on increasing 
India's soft power. 

A Modi government is likely to 
focus more squarely on the national 
interest. The BJP's manifesto talks of 
stopping unnamed countries run- 
ning "roughshod" over Indian inter- 
ests. At a campaign rally in 
Arunachal Pradesh, Modi called on 
China to abandon its "expansionist 
attitude". Experts say his pragma- 
tism is likely to balance out his tough 
stance on China. He is not likely to 


34 BUSINESS TODAY Muay 25 2014 


AMITABH MATTOO 


Professor, Jawaharlal Nehru University 


i tt — 


“Australia, South 
Korea, Japan, 
Singapore - countries 
that perceive a threat 
from China - will 
gravitate towards 
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mix politics and economics. 

NIPFP's Bhanumurthy says eco- 
nomics is likely to be the cornerstone 
of foreign policy if the BJP forms the 
next government. It is likely to im- 
prove trade with Singapore and 
Japan, among other places. JNU's 
Mattoo says: "Australia, South 
Korea, Japan, Singapore — countries 
that perceive a threat from China - 
will gravitate to- 
wards India." 

As lor western 
economies, the EU 
and the UK have 
thawed on Modi. UK 
minister for business 
innovation and skills 
Vince Cable said in 
late 2013 during a 
visit to India that 
there was no ban on 
a visa for Modi. 
Earlier that year, 
British MPs invited 
him to speak in the 
House of Commons. 

With India's economic realities, 
and the US wary of Modi's human 
rights record, it is unlikely that 
strengthening ties with Washington, 
DC is at the top of the BJP's agenda. 
The strained relations between the 
two countries came to the fore after 
US authorities alleged that Indian 
diplomat Devyani Khobragade com- 
mitted visa fraud. 

"There is a strong NRI connection 
with Modi," says Kumar of CPR. 
"They will exert influence on [the Us 
government] to get things moving 
towards normalisation of ties. " 

Remarkably, while India-US ties 
have been in cold storage, defence 
deals have thrived. It was during the 
Khobragade episode that India made 
defence purchases from Lockheed 
Martin. Around the same time, 
Boeing said India was a good country 
for business. The BJP manifesto talks 
of opening up the defence sector to 
private investment — something that 
may interest US companies. 

India's relations with its South 
Asian neighbours - characterised by 





a lack of trust, bureaucratic issues 
and procedural bottlenecks in India 
- have let China take what could 
have been India's position. For in- 
stance, Indian investment in Sri 
Lanka is $800 million, while China's 
is $4 billion. China is funding roads. 
railways and airports in Sri Lanka. 


And Nepal has seen an influx of 


'made in China' goods. This is de- 
spite India's advantage of an Indian 
Oil monopoly on oil retail in Nepal. 
Erratic supply and pricing have 


marred the Nepalis' experience of 


buying an Indian product. 

Pakistani traders complain about 
tariff and non-tariff constraints, de- 
spite "most favoured nation" status, 
the Urdu translation of which (sab se 
pasandeeda desh) does not go down 
well with many Pakistanis. A 
Pakistan commerce ministry aide 
says: "Words are taking more weight 
over the objective. China and the US 
also had serious issues over the termi- 
nology of most favoured nation, and 
they resolved it." 

The South Asian Free Trade 
Area was implemented in 2006 to 
facilitate trade in the region, but it 
has remained a non-starter. "India 


agreed to bring down the number of 


items on the sensitive list as soon as 
Pakistan reduces restrictions on 
Attari-Wagah border." says the 
Pakistani official. "Pakistan's indus- 
try is protesting that Indian industry 
has subsidies and economies 
of scale, and if the restrictions are 
removed, Pakistan's automobile, 
pharmaceutical, agriculture indus- 
try could be adversely impacted. We 
have finally arrived at a consensus, 
which we will present to the new 
government." 

He added that if India's new gov- 
ernment has a huge mandate, 
things will be much better. "There 
was huge enthusiasm and goodwill 
when Vajpayee visited Lahore in 
1999, Pakistan and India together 
can determine the prices of cotton in 
the world." 
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TRACK 


Several large infrastructure projects are almost ready 
to start operations. This bodes well for a new government 


and, potentially, for the Indian economy. 
By ANILESH S. MAHAJAN 


he last two years of the outgoing 
United Progressive Alliance gov- 
ernment were marked by a policy 
paralysis and high interest rates 
that dragged economic growth 
down and choked investment. The 
impact was felt particularly in the 
key infrastructure sector — latest 
government data show annual output growth of the 
infrastructure sector slumped to 2.6 per cent in the year 
through March from 6.5 per cent in the previous year. 

There are, however, a number of projects that are 
almost ready to start operations and will provide an im- 
mediate fillip to sectors like energy and transport. These 
projects will also provide a new government that will 
take office after the general elections end in May some 
breathing space to chalk out a detailed plan to accelerate 
economic growth. Overall, infrastructure projects worth 
more than 11.5 lakh crore are ready to start operations 
by the end of 2014, according to the Cabinet 
Secretariat's estimates. Business Today combed through 
the list of such projects and found some bright spots in 
an otherwise gloomy economy. 





Two of the country's biggest cities 


Mumbai and Chennai Metro Rail 
Mumbai and 
Chennai -- will get metro rail networks in the coming 
year. "In both cities, the first phase of the metro is near 
ing completion. The projects would help ease the tratfii 
scenarios," says Manish Agarwal. who leads 
PricewaterhouseCoopers India's infrastructure practice 
Mumbai Metro will be the first off the blocks. Mumbai 
Metro One, a subsidiary of Reliance Infrastructure, has 
completed the safety audit and trial runs for the 
| 1.4-km-long Ghatkopar-Versova line. The project is 
running two years behind schedule and its cost has es 
calated to more than 14.000 crore from the initial esti 
mate of 32, 356 crore. Company executives say they are 
ready to start commercial operations as soon as they gel 
the green signal. "We are expecting these clearances to 
come after the elections," says a company executive, 
The Chennai Metro is likely to begin operations b 
October. Chennai Metro Rail Ltd has started trial runs on 
a 10-km stretch that connects Koyambedu and St 
Thomas Mount in the city. The company is confident ol 
starting commercial operations of a second line that will 


connect the airport in another six months. "By 2016. 
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the entire phase with all the underground stations will be 
functional,” says a company executive. 


Paradip Refinery 

Indian Oil Corporation (10C) will start commissioning tests 
lor the Paradip refinery, in Odisha, from July and expects 
to make it fully functional from November. The refinerv 
can process 300,000 barrels of crude oil a day and will help 
meet rising demand for fuel products in the country. It will 
also help IOC to diversify its supply sources as it can process 
heavy and dirty crude produced in Latin America. 

The previous deadline to commission the refinery in 
December last year could not be met due to the devastation 
caused by Cyclone Phailin. "We were ready to test the 
equipment, but because of the cyclone the employees had 
to be evacuated," says a senior IOC executive. "Many con- 
tract labourers did not return at all. The subsequent rainfall 
led to water-logging in critical areas of the refinery." To 
speed up the commissioning of the refinery, IOC then al- 


lowed contractors to look for labourers from other parts of 


the country and brought in new contractors for assign- 
ments where progress was not satisfactory. 


Koldam Hydropower Plant 


Eleven years ago, state-run utility NTPC began work on its 
lirst hydroelectric plant as part of its efforts to diversify be- 
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yond coal- and gas-fired power stations. The S00-mega- 
watt Koldam project on the river Satluj in Himachal 
Pradesh encountered several environmental and geologi- 
cal hurdles that led to time and cost overruns. “We could 
not gauge the strength of the hills. The entire project had 
to be redesigned,” says an NTPC executive, who does not 
want to be named. 

The project is now in the last stages of completion. NTPC 
will start filling the reservoir to the requisite level of 652 
meters after the monsoons. The company tried filling the 
reservoir last December but encountered problems because 
of leakages in some areas. “We hope that things will go as 
per our plan and the commissioning of the first unit [of 200 
MW| will happen before the onset of winter this year.” says 
Arup Roy Choudhury, Chairman and Managing Director 
of NTPC. The project will annually generate 3.054 giga- 
watt-hours of electricity and will provide much-needed 
peaking capacity to the northern grid. The plant is impor- 
tant also because it will contain the high silt level in the 
river before waters enter the downstream Bhakra dam. 


Burnpur Steel Plant 

State-run Steel Authority of India Ltd (SAIL) is giving finish- 
ing touches to the modernisation-cum-expansion project 
at its Burnpur steel plant in West Bengal that was origi- 
nally set up in 1918. The company is spending more than 
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116.400 crore to replace the obsolete technology used in 
the plant and expand the capacity five times to 2.5 million 
tonnes a year. "We are expecting the commissioning to 
happen in September." says a steel ministry official. 

SAIL is also likely to complete expansion work at its 
Bhilai, Bokaro and Rourkela plants over the next few 
months. These projects will increase its annual steel- 
making capacity to 23 million tonnes from 14 million 
tonnes, says a SAIL executive. The ministry official says the 
expanded capacity will help reduce India's steel imports. 


Strategic Crude-Oil Storage 


Come September, India will have its first underground 


crude-oil storage in the southern port city of 


Visakhapatnam. The project, started in 2003, is being 
undertaken by state-run Indian Petroleum Strategic 
Reserves Ltd (ISPRL) and will help India deal with any dis- 
ruptions in crude oil supplies. But, it is running behind 
schedule. "In 2011. when we were at the last stage of drill- 
ing, we met with a geological surprise as we hit a brittle 
rock that slipped," savs Rajan Pillai. CEO of ISPRL. "This 
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delayed the commissioning by roughly two years.” 

The project comprises a 7.5-km-long tunnel with sev- 
eral caverns to store 1.33 million tonnes, or 9.75 million 
barrels, of crude oil. “We are trying to balance the level of 
'ases, especially oxygen, in these tunnels before we could 
start filling crude oil,” says Pillai. “If the commissioning 
tests happen as per plan, we would be ready to receive the 
first shipment of crude oil from November.” 

ISPRL is working on two other storage tanks — at 
Mangalore and Pudur in Karnataka. The total cost of the 
three units has jumped 65 per cent from the original esti- 
mates to $635 million (about 13,800 crore), according to 
the petroleum ministry. Depending upon oil prices, an in- 
vestment of $2 billion to $4 billion is needed to fill these 
storages, says Narendra Taneja, national convener of the 
Bharatiya Janata Party's energy cell. The UPA government 
has not made any decision on this investment and the new 
government will have to take a call on this, he adds. 


...And the others 
Two major projects — a petrochemical complex and an oil 
pipeline — will start functioning in Gujarat in coming 
months. ONGC Petroadditions Ltd, a joint venture of Oil & 
Natural Gas Corporation, GAIL India and Gujarat State 
Petroleum Corporation, is spending {21,396 crore to set 
up a petrochemical complex at Dahej. Construction work 
on the 1.1-million-tonne complex is almost complete and 
commissioning tests will begin in June. "If not all. then 
some parts of the complex will start working in next two 
months, and we expect the entire capacity will be up and 
running by November," says a senior company executive. 
Private-sector explorer Cairn India is set to complete a 
pipeline that will transport crude oil from its Rajasthan 
fields to Bhogat port in Gujarat. The completion ofthe last 
1 O-km stretch to Bhogat will put Cairn in a better position 
to sell its crude. Currently. it sells crude to Reliance 
Industries, Essar Oil and Indian Oil through a 590-km 
pipeline from Rajasthan to Gujarat. The completion of the 
last stretch will help it reach out to other coastal refineries 
in the country. The pipeline will be completed bv October. 
says a Cairn spokesperson, adding that the cost of the en- 
tire pipeline and the port is $1 billion (about 16,000 crore). 
While these projects will provide a leg-up to the infra- 
structure sector in the short term. many more that are set 
to take off will help revive the economy in long run. Since 
June last year, a special cell set up in the Cabinet Secretariat 
by Prime Minister Manmohan Singh has fast-tracked ap- 
provals for stalled projects in sectors including roads, power 
and railways with total investment of 13.2 lakh crore. 
Clearly, the future appears better. "Things are shaping up 
well on the ground." says Vinayak Chatterjee. Chairman 
of infrastructure consulting firm Feedback Ventures. "In 
next six months things might look much brighter." @ 
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enius is one per cent inspiration, 99 
per cent perspiration." These words 
of General Electric co-founder 
Thomas Alva Edison apply as much 
to innovation as to any other human 
activity. Too many companies and 
even more executives still equate in- 
novation with breakthrough ideas 
and deploy large amounts of re- 
sources in unearthing them. They do 
not realise that equally important is execution — converting 
the idea into a marketplace success — and often falter at this 
stage. "The real innovation challenge lies bevond the idea. 
It lies in a long, hard journey — from imagination to impact,” 
says Vijay Govindarajan, innovation guru and Coxe 
Distinguished Professor at Tuck School of Business. 
Business Today's Innovation Special this year looks at the 
execution challenge. We bring vou four innovation success 
stories which underline the importance of getting the execu- 
tion right — IPL (page 46), Tata Ace (page 56), Narayana 
Health (page 62) and Bajaj Auto's DTS-i technology (page 
68). The fifth example is that of Tata DoCoMo's "one paisa 
per second" tariff (page 74), which had a mixed impact on 
the telecom sector. While it was instrumental in increasing 
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It is diligent execution 
that transforms an cell-phone penetration, it also caused revenue losses from 
which the sector is yet to recover. All five instances provide 


E . e ^ 

Innovative idea into a valuable lessons on how to execute. Like any out-of-the-box 
2 effort, there are myths that surround innovation and its ex- 

commercial SUCCess ecution. We highlight and debunk 10 most common (page 


86). We round off the package with a seminal Harvard 
Business Review analvsis (page 90) of how the Pentagon's 
Defense Advanced Research Projects Agency — which 
brought the world the Internet. global positioning satellites, 
stealth technology and drones — handles innovation. 

l'his vear our innovation special extends bevond the 
magazine and a large body of work is available online at 
www. businesstoday.in/innovation20 1-4. Page 88 gives you a 
preview of that content. We'd love to hear from you. Email 
us at editor. bti intodauy.com or share your thoughts on our 
Twitter handle, (a 8T India with the #BTInnovate hashtag. 
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irat Kohli's heart rate is racing like a tracer bullet... You can see it on 
your screen as this one goes right down to the wire... This may qo all 
the way.” 

Ravi Shastri: 

Yes and no. 





That's how Shastri, who has a well-known predilection for certain 
phrases, may have described it on air. But it never happened because play- 
ers refused to wear heart rate meters around the time Lalit Modi birthed the 
Indian Premier League (IPL) six years ago. 

"We wanted players to wear meters that would show their heart rate 
during high-pressure situations, like a tight last-over finish. We thought the 
heartbeat sound, along with the heart rates on big screens. would give 
spectators a unique experience. But some players expressed their reluctance 
and we respected that," says Modi in an email interview. 

He also wanted to let the camera follow players into the dressing room. 
But players' reluctance again came in the way. 

Still, Modi, who was the force behind the IPL's first three editions, man- 


aged to pack enough in the 20-overs-a-side league for it to become one of 


the biggest business innovations to come out of India. 
Business? Isn't it a game we are talking about: 
Well, Fast Company magazine in 2010 put the IPL at number 22 in 


its list of the world's biggest innovations for creating “a new economy of 


cricket". Writer Danielle Sacks wrote: "In baseball, they'd call that a 
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A new economy of 
cricket around a 
T20 league 


EXECUTION 
LESSONS 


It does not matter 
whether a concept is old 
or new, what matters is 
what you can do with it 


The first-mover 
advantage is less 
than what it is 
cracked up to be 


In television viewership, 
reach is all important. 
Bring in the untapped 
audience 


The two things that 
matter in India are cricket 
and Bollywood, and 

there is no stopping an 
amalgamation of the two 
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home run.” 

Sacks lives in Brooklyn, the 
New York area that has been a 
hotbed of baseball since the sport's 
early days in the 1850s. Had she 
seen the kind of frenzy the IPL has 
created, she might have been 
tempted to describe baseball's suc- 
cesses as fours and sixes. After all, the 
Indian league has already spawned 
replicas in soccer, tennis, badminton, 
and now kabaddi. And there are now 
T20 cricket tournaments in Australia, 
Bangladesh, Sri Lanka, and Nepal which 
one day hope to be just like the IPL. 


Whodunit? 

All right, confession time. Twenty-overs- 
a-side cricket did not start in India. The 
format, as the game itself, began in the United 
Kingdom. The Benson & Hedges Cup, England's 
domestic one day tournament, 50-overs-a-side, 
had to be killed in 2003 because its title sponsor 
was lost to the Tobacco Advertising and 
Promotion Act. The shorter version, 
Twenty 20, stepped in to fill the void. It ended 

up doing a lot more. 

It ushered in barbecue zones, beer tents, 
music bands, karaoke, fancy dress, and 
games for children, and re-introduced the 
game to spectators who were turning away 
from it. Twenty20 grew beyond the tradi- 
tional fan base of the game and embraced 
families looking for a fun evening out. 

Surprisingly, outside England, it was the stodgy 
Pakistan that first experimented with the format, followed by the ever- 
adventurous Australia. At this time, the Board of Control for Cricket in 
India (BCCI) was a sceptic. "What is Twenty20," Niranjan Shah, its 
secretary at the time, was quoted as scoffing in 2006. "Why not Ten 10, 
or Onel?” 

Everything changed as India won the first T20 World Cup in 2007 
in South Africa. And it did to the shortest format what the previous 
World Cup win in 1983 had done to the one-day format of 50 overs a 
side. Quick to soak up the little global sporting glory that comes its way, 
the country of a billion cricket fans put its weight behind the new format. 

The first attempt to monetise the format came from Subhash 
Chandra, who was also the first to tap satellite television with his Zee 
bouquet of channels. He started the Indian Cricket League (ICL), with 
nine teams, each identified with a city. Big names like Kapil Dev and 
Tony Greig gave it their blessings. 

This was Chandra's bid to become India's Kerry Packer. The 
Australian tycoon, in the 1970s, paid pots of money to the biggest names 
in world cricket to start his own league and brought the Australian 
Cricket Board down to its knees. The board was compelled to give broad- 
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Preity Zinta 


cast rights to Packer's Channel 9. 
Chandra, too. was smarting from a 
BCCI snub over broadcast rights. 

In less than two years, though, 
Chandra's ICL subverted the theory of 
lirst-mover advantage. The generally 
lackluster BCCI showed unprece- 
dented swiftness in banning all play- 
ers associated with Chandra's league 
and deprived it of facilities. The killer 

blow was delivered by the BCCI's 
new infant, the Indian Premier 
League. 
Helmed by Lalit Modi, the IPI. 
rode on the untold riches the board 
had recently struck, the 
limitless stadia and other 
facilities. the honour of 
being the Indian national 
team, and having power- 
ful people in its ranks. 
"Had it not been for 
the pioneering vision of the 
ICL, the BCCI would have 
gone ahead with the 50- 
over format. It would have 
been a disaster. So in an 
ironical way, I just hope the 
BCCI remains indebted to the 
ICL for showing it the right 
direction," says Himanshu 
Modi. who heads Zee group's 
finance and strategy teams, 
and headed the ICL. 
The other Modi, Lalit, does not 
react kindly to suggestions that the 
ICL showed him the wav. 

"The ICL was an unrecognised 
and unauthorised league. which had 
no sanction either from the BCCI or 
the International Cricket Council. 
Thus my very basic objection to the 
ICL was concerned with its verv exist- 
ence, which was questionable at the 
least. It is important to compare two 
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The masterehind: 


like entities; you cannot compare two disparate events and draw paral- 
lels,” says Lalit Modi. 

And he says the ICL, even though it came before the IPL, had no real 
novelty. 


ICL vs ICL vs IPL 


Way back in 1994, Modi became ESPN's partner and brought it to India. 
At the same time, he was thinking of a city-based cricket league, and the 
name he had in mind was — here it gets really curious - the Indian 
Cricket League. 

He had the players signed. The BCCI, when Madhavrao Scindia was 
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its honorary Chairman. bought into 
the idea. Then Jagmohan Dalmiya 
became the board's chief and he was 
far less enamoured of Modi s ideas 

Things changed as I. 5. Bindra 
brought Modi into the Punjab Cricket 
Association, which paved his way to 
the post of the BCCI's vice-president. 
Given Modi's background — he is the 
son of tobacco tvcoon K. K. Modi 
the onus of growing the business of 
cricket fell on him. 

He made broadcasters ci ugh up 
a lot more. Harish Thawani's Nimbus 
paid 32,7 30 crore in 2006 for tour 
years' rights. This came on the back 
of team sponsorship going to Sahara 
for 3314 crore and kit sponsorship to 
Nike for 13197 crore. The total was a 
1 O-fold jump over the revenue figure 
ofthe previous four years. 

Thus pregnant with money, the 
BCCI gave birth to the IPL. But, with 
Modi as the midwife, it couldn't be 
just another cricket league. 


The circus comes to town 
A careful auction of franchisees en 
gendered strong city loyalties among 
fans. It was surreal to hear the Feroz 
Shah Kotla ground, home to Dethi 
Daredevils, erupt in loud cheers at the 
fall of Sachin Tendulkar s wicket 
when Mumbai Indians came to play, 








Such a thing had never happened to Tendulkar in India. 


Chandra's ICL was more inclusive, but spread itself a bit thin. One of 


its teams was Lahore Badshahs, which may have struggled to find a com- 
mitted fan base in India. 

The IPL's players auction, potentially a drab affair interesting only 
to accountants, became a television event, creating match-like drama 
with rising dollar figures. And who adorned the buyer tables? Film stars 
and big businessmen. Every time actresses Preity Zinta and Shilpa Shetty 
raised their manicured hands, or Mukesh Ambani's wife Nita conferred 
with her advisors, or the camera focused on actor Shah Rukh Khan, you 
paused an extra second to watch. 

“A lot of people have asked me if the mix of franchisees was con- 
trived. The answer, though, is that our mix of Bollywood celebrities and 
corporate India was derived by default, thanks to a very open and trans- 
parent bidding process. Frankly, I could not have written a better script 
even if I had tried," says Modi. 

Once the first match began on April 18. 2008 in Bangalore, the Indian 
cricket fan saw a new world. It had music (played by disc jockeys in the 
stadium), glamour (people who need to wear dark glasses after sundown), 
and colour (cheerleaders). "The fact that the IPL had an entertainment 
quotient comforted us as here it was not team India's performance that 
mattered. It was positioned as a family entertainment platform. That the 
property had a strong linkage with Bollywood meant we could target 
newer sets of audiences such as women and, of course, the youth,” says 
Rohit Gupta, President, Multi Screen Media, the company that owns IPL 
broadcasters Max and Sony Six. "We managed to sell 50 per cen: of our 
inventory even before the tournament started.” 

Players sat in dugouts just outside the boundary rope. instead of being 
hidden away in the pavilion. There was live commentary by players and 
umpires from the field of play. And there were quick interviews with play- 
ers right after the end of the innings, as sweat dribbled down their temples. 
The game came closer to the viewer. 

With matches coming on television in the evening hours, even your 
mother began to have an opinion on the game. It helped that the Indian 
league had the best of global talent on show. If ever evidence was needed 
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All smiles: Mumbai Indian's co-owner Nita Ambani cheers 
for her team along with other supporters 
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that money made the world go 
round, here it was. 

It was also the first time an Indian 
cricket event was covered live (or 
deferred live) globally. What's more. 
now players could earn a good living 
from the game even if they did not get 
into the national team. 

The on-field activity kept pace 
with the off-field ones. Rajasthan 
Royals, the cheapest franchise, cap- 
tained by ageing Australian Shane 
Warne, whose nickname Hollywood 
is well-earned, went on to win the 
tournament with a bunch of players 
who were nowhere near their cap- 
tain in fame or notoriety. 

This was 2008. The final was 
played on June 1. The Lehman col- 
lapse was still three and a half 
months away. India was dreaming of 
economic superpower status. Its mid- 
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How franchisees are valued 





x wile 
2 Chennai Super Kings 45.28 
4 Kolkata Knight Riders 39.03 
1 Mumbai Indians 48.21 
3  RoyalChallengers 4115 

Bangalore 

5 Delhi Daredevils 32.19 
-  Sunrisers Hyderabad 3 
8 Kings XI Punjab 28.66 
T Pune Warriors 28.88 
9 Rajasthan Royals 26.93 





All figures in S million 


dle class’ income was growing fast and aspirations even faster. Naturally, 
advertisers jumped on to the new vehicle, which showed an unprece- 
dented reach across age, gender, and income profiles. They also loved the 
little extras the IPL offered, such as the mid-innings timeout. 

"The IPL helps us connect with consumers. It gives us a captive audi- 
ence like no one else does," says Ronita Mitra, Senior Vice-President, 
Brand Communication, for Vodafone. The company has been a big 
spender on the league since its first season and its ZooZoos are as much a 
part of the three month event as the cheerleaders. 

Even a couple of spots per match are said to yield high value. "The 
IPL is a great leveler as it reaches out to people across states, languages 
and communities. Any advertiser with a national agenda will want to 
be there," says media buying agency Mindshare's Principal Partner 
Kiran Konsam. 

As advertising, reassured by high television viewership, burgeoned, 
the IPL became the BCCI's cash cow. It may have been inspired by the 
English Premier League soccer tournament, or the National Basketball 
Association league in the United States, but it has its own economics. It 
does not, for instance, depend on stadium ticket sales. Its biggest sources 
of sustenance are broadcast rights, title sponsorship, money from compa- 
nies who want to attach their name to every boundary scored, sale of 
franchisees, and merchandise. The BCCI keeps a part of this money and 
gives the rest away as prize money and franchisees’ share. 

After just a year, the IPL grew big enough, and bold enough to go toe- 
to-toe with the big fella, the Indian government. The home ministry 
wanted its dates changed for the 2009 edition, the year of that other great 
Indian circus: Parliament elections. But Modi said no. The government 
said it would not be able to provide security for the matches. 

Most people would have backed down and complied. Modi shifted the 


52 BUSINESS TODAY May 25 2014 





Source: Brand Finance India 2013 


— 


LOSING LUSTRE 


Brand value added by the IPL 
to the BCCI has dropped 
since 2010 
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IPL — lock, stock and plavers - to 
South Africa. The South African 
government and cricket board em- 
braced the IPL like their own. So did 
the fans, who turned up in droves to 
cheer teams from Indian cities even 
though their own cricket season was 
over, the wickets were tired, and the 
threat of rain never far. 

The shift to South Africa was an 
act of defiance, audacity, and execu- 
tion. It was the IPL's way of declaring 
its independence. It is sad to see this 
almighty empire shake at its roots. 


A Ticket to India 


Modi has a good life. He lives in a 
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mansion in one of London's richest pockets. His photographs appear next 
to expensive cars, one of which bears a personalised number plate, 
CRI3KET. But he cannot come to India. Not right now. And he has been 
cast out of his beloved IPL. There are accusations of tax evasion and money 
laundering, which he denies. 

With time, politician Sharad Pawar moved away from the BCCI and 
N. Srinivasan, the head of India Cements, took control over it. Modi was 
a favourite of the former, and there is no love lost between him and 
Srinivasan. In 2010, he was ousted as the IPL's Chief Commissioner on 
charges of corruption. He was later banned by the board. 

Ironically, the IPL degenerated into more infamy once Modi was out. 
So much so the Supreme Court has had to step in. It forced Srinivasan, 
whose son-in-law is accused of betting and fixing matches, to step aside. 
Srinivasan would be one among very few people who see no conflict in 
his being the head of the BCCI and his company India Cements owning IPL 
team Chennai Super Kings. 

"The IPL needs to be carved out of the BCCI and listed on the stock 
exchange. That needs to be done with the franchises, too. When millions 
of people own the property, there will automatically be good governance, " 
says Shailendra Singh. Joint Managing Director of advertising and media 
network Percept Holdings. 

But a high valuation on the stock market is no longer a guarantee. 
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hihi 
in the dock: N. Srinivasan stepped down as the BCCI chief 


after a Supreme Court order in a case related to match-fixing 
and betting in the IPL 





"The past few years have seen a steady erosion of the brand value of IPL. 
The validation by the Supreme Court of the corrupt practices inside the 
boardroom ofthe IPL has created a fracture in its brand value," says Unni 
Krishnan, Managing Director. Brand Finance India, which pegged the IPL 
brand at $3.03 billion last year, down from $4 billion in 2008/09. 

If that is harsh, wait till you hear what the Supreme Court said. “His 
(Srinivasan's) staying on is nauseating for cricket.” Justice A. K. Patnaik said 
on March 25. 

That would be music to Modi's ears -- he sees everything wrong with 
the way Srinivasan runs Indian cricket. What adds to the melody is that 
alter the return of Vasundhara Raje as Rajasthan's Chief Minister. Modi 
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is again snifling around the top post 
at the state's cricket association, 
which he once headed. 

According to newspaper reports, 
the Supreme Court has allowed the 
Rajasthan board to announce its elec- 
tion results, which the BCCI has been 
opposing. The disclosure is expected 
on May 6, the day this magazine hits 
the market. But it is already believed 
that Modi, who managed to contest 
Irom abroad, has won. 

Modi therefore may hope to find a 
way back into India. If he had his 
way, the RCA's results would be 
greeted by cheerleaders. loud music. 
and perhaps a gig by Shah Rukh 
Khan. And there may be a title spon- 
sor in attendance. @ 

ADDITIONAL REPORTING 
BY SUNNY SEN 
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| à; body, the cabin and 
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leash on all aspects : 
of expenditure 


Tata Ace was his 
baby right from 
concept to the 
final vehicle 
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Touching Everyone: Girish Wagh says Tata Ace was 
inspired by then chairman Ratan Tata's intent to address 
the needs of those at the "bottom of the pyramid" 
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Small Is 


Tata Ace has transformed both 
Tata Motors and the commercial 
vehicle industry. 

By N. MADHAVAN 


he turn of the century was particularly harsh for 
Tata Motors. The recession in the commercial 
vehicle sector that began in 1998/99 was pro- 
longed and deep. Recovery appeared distant. Tata 
Motors had close to 60 per cent market share and 
a large manufacturing capacity. What was worse 
- the recession cycles in the truck sector were 
becoming more frequent and extreme. The top 
management began thinking afresh on ways to 
deal with the challenge and insulate the company 
from future downturns. 

By the end of 2000, Ravi Kant, who was then heading the com- 
mercial vehicles business, had set up four cross-functional teams to 
hit the streets and understand how market and customer needs were 
evolving, The teams primarily surveyed four segments — intermediate 
commercial vehicles, light commercial vehicles, medium commercial 
vehicles and above, and the sub-four-tonne market. Kant handpicked 
Girish Wagh, a 29-vear-old mechanical engineer, to study the sub- 
four-tonne market, which was dominated bv three-wheelers made 


INNOVATION 


EXECUTION 
LESSONS 
Innovation starts and 
ends with customers 


Top leadership's 
support critical. It 
helps in adequate 
resource allocation 


An independent 
team with 
execution-oriented 
members helps 


Bold decisions need 
to be taken 


Innovation is a 
collaborative effort. 
Involving the 
ecosystem helps 
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by Bajaj Auto, Mahindra & Mahindra and Piaggio. At the time, no one 
in the industry had really thought that four-wheeled trucks could fit 
into that space. However, Wagh and his team soon changed the per- 
ception. In early 2001, Wagh met a Bajaj Minidor owner-driver in 
Coimbatore and learnt that he was yearning for an affordable four- 
wheeled truck with more stability, safety, comfort, all-weather protec- 
tion and one that could carry more load. The best option the person 
could think of was a light commercial vehicle that could carry around 
four tonnes, but it was well beyond his means at over {5 lakh. 

During one such meeting with a Tata 407 truck driver in 
Ahmedabad, Wagh got the idea of launching a small truck. He says 
the owner complained about how three-wheeler commercial vehicles 
were killing his business as they were charging less and transporting 
goods faster. In short, he wanted a truck half the size of a Tata 407, a 
2.25 tonner. The feedback from the market clearly pointed towards a 
rising demand for small trucks. But the top management at Tata 
Motors was not so convinced and queries were raised on launching a 
three-wheeler commercial vehicle instead. 

Two parallel developments helped Wagh and his team. Tata Motors 
commissioned a macro projection of the commercial vehicle industry 
and it threw up interesting findings. The study said the medium com- 
mercial vehicle, which was Tata Motors's mainstay, would not be the 
dominant segment in the future. It said a hub-and-spoke model was 
emerging in road transportation and the centre of gravity would shift 
towards heavy and small commercial vehicles. "Tata Motors identified 
this gap in the market and launched Ace," says Vijay Kakade, Director. 
Automotive and Transportation Practice, Frost & Sullivan. 

Around the same time, then chairman Ratan Tata was pushing 
the group to identify growth opportunities in the domestic market, 
especially at the bottom of the pyramid. Tata Ace fitted that objective 
perfectly. In fact, when Wagh made a presentation in March 2001. 
Tata was very excited. "What was supposed to be a 10-minute presen- 
lation went on for 45 minutes. At the end, he [Tata] said we should do 
the product," says Wagh. Tata's nod sealed the project. "Innovation is 
difficult in the beginning. There will be a lot of naysayers. Support from 
top leadership helps in crossing the first threshold.” says Wagh, who 
is now Senior Vice President, Programme Planning and Project 
Management at Tata Motors. 

But, despite a strong independent team and solid backing from the 
top management, the project faced many hurdles. It began with the 
engine. The team set a certain cost. fuel efficiency and emission param- 
eters for the engine, apart from a level of refinement. To the team's 
consternation, none was available globally off the shelf. "Without an 
engine the project was a non-starter. It was then that we decided to 
develop a two-cylinder version of our four-cylinder Indica engine in- 
house." says Wagh. 

It was a bold decision as the market had either a single-cylinder 
engine or a four-cylinder one. Developing a two-cylinder engine was 
a challenge. Its initial performance (with respect to noise levels, power, 
fuel efficiency and emission norms) was better than that of a single- 
cylinder engine. but much lower than that of a four-cylinder power- 
train. The team kept refining the performance and finally by mid-2002 
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the engine was ready. “This was a 
critical development as many com- 
petitors were forced to drop the idea 
of a small truck because they did not 
have a suitable engine and a few 
were forced to deploy the costlier 
common-rail-direct-fuel-injection 
engine," says Wagh. The engine 
became the USP for Tata Ace. The 
vehicle's engine costs a third of its 
competitors, offers optimum per- 
formance, including the fuel effi- 
ciency of a three-wheeler, while 
meeting BS II and BS III norms. "Even 
after seven years of its launch and 
various competitors, Tata Ace has a 
78 per cent market share. It is be- 
cause of this engine," says Ravi 
Pisharody, Executive Director. 
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Market Leader: Ravi Pisharody, Executive 
Director, Tata Motors says Tata Ace 

has a 78 per cent market share even 
after seven years of its launch 


DANESH JASSAWALA 





Commercial Vehicles, Tata Motors. 

The team did not hesitate to test new frontiers in product develop- 
ment. Normally about 60 per cent of a new truck's development (in value 
terms) is outsourced. For Tata Ace this was increased to 80 per cent. "We 
looked at innovation as a collaborative effort. We tapped into the knowl- 
edge of our suppliers. We gave them the design and cost targets and the 
suppliers innovated and delivered," says Wagh. "For instance, had we 
engineered the rear axle it would have been heavier and more costly." 
Similarly, the team chose to try out a semi monocoque structure for Tata 
Ace where the body is welded to the frame, which gives weight efficiency 
to the vehicle. This was something new in the Indian truck sector. 

The team also — for the first time in Tata Motors's history — adopted 
a systematic new product introduction process designed by Warwick 
Manufacturing Group. The entire development process was divided into 
seven stages and every stage had a gateway (a set of criteria that needs 
to be met before the project moves to the next stage). “Ace failed to pass 
the gateway more than once. Once the entire concept of the vehicle had 
to be reworked majorly. This process helped us to reduce wastage and 
save time,” points out Wagh. The vehicle was ready on time in early 
2005 and it met cost targets indexed to inflation. The overall develop- 
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ment cost was 1200 crore (including 
the cost of setting up the 30.000-unit 
capacity in Pune). 

When Ace was launched in May 
2005, it swept the market. "Tata 
Motors got the first mover advan- 
tage. Other manufacturers rushed in 
seeing the success of Ace but are still 
not able to compete with it," says 
Kakade of Frost & Sullivan. Today, 
every fourth truck sold in India is a 
Tata Ace. It has created an all-new 
segment, that of the small light com- 
mercial vehicle, forcing competitors 
to follow in its footsteps. 

Sales of Ace crossed the one- 
million mark in November 201 2. Its 
success has helped Tata Motors in 
many ways. “It offered us tremen- 
dous scope for continuing top-line 
growth," says Pisharody. "Not just 
that, the company's plan to defend 
its 60 per cent market share in the 
industry would not have been pos- 
sible without Ace." Kakade agrees, 
adding: "Sales of Tata Ace have been 
a major factor in the performance of 
Tata Motors since 2008." 

The vehicle's demand is rela- 
tively free from the state of the econ- 
omy and has made Tata Motors less 
vulnerable to economic cycles. 
"Even during the present downturn. 
Tata Ace's growth began slowing 
more than a year after other seg- 
ments were affected,” says Sandeep 
Kumar, Head — Sales and Marketing, 
Small Commercial Vehicles and 
Pick-ups. Tata Motors. Tata Ace ac- 
counts for 40 per cent of Tata 
Motors sales in volume terms. Ratan 
Tata named the vehicle Ace as he 
was impressed by its performance 
during the trials. It has lived up to its 
name.® 


@Madhuta 


POWER OF 
TOOTHPASTE, FLOSS 


AND MOUTHWASH 
NOW IN A TUBE’ 


< 
foem EXPERT PROTECTION 
CHECK eT 
ery OSes 2 


, tent. 
"Pepsod 


e — 


Inspired by the dentist recommended regime of 
toothpaste, floss and mouthwash to give your 


family best oral health. 


inspired by mouthwash & floss benefits. Results not equal to standalone benefits & 


does not replace mouthwash & floss 












Is 
sd 
quality 


ADHAVAN 







7 


ands tha serve are more sacred than lips that 
pray." The words of Mother Teresa had a 
profound effect on Dr Devi Shetty, who was 
the late Nobel laureate's personal cardiac 
surgeon in the early 1990s. Dr Shetty then 
worked at the Birla Heart Foundation in 
Kolkata (Calcutta then). At the time, he 
would see over 100 heart patients daily. 
Most needed surgery but never came back 
lor it. This intrigued him. He soon found out 
that the high cost of cardiac surgery (11.50 lakh then) was the rea- 
son. He realised that almost 80 per cent of health-care expenses in 


the country were borne out of pocket. Even worse, 47 per cent of 


rural and 37 per cent of the urban population either borrowed 
money or sold assets to pay for medical expenses. Indians are ge- 
netically three times more vulnerable to heart attacks compared to 
Caucasians. Yet only 120,000 heart surgeries were performed an- 
nually when the need was for two million. "It was clear costs had to 
come down," says Dr Shetty. 

Quality health care and affordability did not go hand in hand. 
Those seeking affordability had to be content with government hos- 
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pitals, while quality seekers had to spend their way into private hospi- 
tals. Dr Shetty began searching for a model that would marry aflordabil- 
ity and quality. “I was certain of one thing though — charity is not 
scalable while a sound business model is.” he Says. 

In 2001, he founded Narayana Hrudayalaya (later renamed 
Narayana Health or NH) in Bangalore with a mission to take affordable 
health care to the people. What started as a 280-bed hospital then has, 
in the last 1 3 years grown to become a 26-hospital network with 6,900 
beds across 16 cities employing 1 3,000 people and 1,500 doctors. It 
has so far performed over 100,000 cardiac surgeries and 250,000 cath 
lab procedures. The group performs 150 major surgeries (including 44 
cardiac surgeries) daily. NH says about 12 per cent of all cardiac surger- 


ies done in the country are performed at its hospitals and 50 per cent of 


Its patients are from the economically-weaker sections. 

NH has been able to achieve this by bringing the cost of surgery 
down. According to an article by Vijay Govindarajan, innovation guru 
and Coxe Distinguished Professor at Tuck School of Business at 
Dartmouth College, US, in Harvard Business Review, NH's average cost 
of a bypass surgery is $1,500 (190,000) compared to $1,44,000 in 
the US, $27,000 in Mexico and $14,800 in Colombia. Interestingly, 
NH's cost of cardiac surgery is significantly lower than what it was in 
India 13 years ago. 

The lower cost has not come at the expense of quality. NH's mortal- 
ity rate ( 1.27 per cent) and infection rate (one per cent) for a cor: mary 
artery bypass graft procedure is as good as that of US hospitals. 
Incidence of bedsores after a cardiac surgery is globally anywhere be- 
tween eight and 40 per cent. At NH. it has been almost zero in the last 
four years, points out Dr Shetty. 

The focus on both cost and quality has not hurt NH's financials ei- 
ther. While NH's revenues grew by over 200 per cent in the last five 
years to 1827.35 crore in 201 2/1 3, its earnings before interest, taxes. 
depreciation, and amortisation (EBITDA) margin is a healthy 1 3 per cent. 
(NH's EBITDA for 2012/13 stood at 197.79 crore.) Private equity funds 
|PMorgan and Pine Bridge have picked up a 24 per cent stake in NH. 
They clearly believe NH is creating long-term value for investors. 

How did Dr Shetty manage to successfully tie affordability and 
quality together? "The most important reason for NH's execution suc- 
cess is its commitment to purpose. Organisations that pursue bold 
dreams can inspire their employees to achieve the impossible. NH at- 
tracts doctors, nurses and other staff who buy into this vision that they 
must provide high tech, high quality care to all. irrespective of means," 
says Govindarajan. 

Commitment to purpose is just one reason. Dr Shetty came up with 
a model that leveraged economies of scale. He built large hospitals and 
attracted large number of patients through innovative schemes such 
as micro-insurance and telemedicine. Higher volumes cut per unit cost 
of surgeries. "Henry Ford taught us this simple principle over 100 vears 
ago. Automobiles went from craft to mass production. Dr Shetty has 
transformed open heart surgery to mass production using industrial 
organisation's execution playbook,” says Govindarajan. "By the way, 
when you perform open heart surgery on an assembly line, not only 
does the cost go down but quality goes up. Performing a medical pro- 
cedure repeatedly improves a doctor's skill and reduces errors.” 

Dr Shetty then leveraged the hierarchy of medical talent in optimis- 
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ing surgical procedures. At NH. doc- 
tors operate as teams. Each team has 
a specialist, junior doctors, trainees, 
nurses and paramedical staff. "A 
bypass surgery typically takes about 
five hours. The critical part, which is 
the actual grafting, takes only an 
hour. The specialist does that while 
harvesting of the veins/arteries, 
opening and closing of the chest, 
suturing and other procedures are 
done by junior doctors. The prepara- 
tion of the patient is handled by 
nurses and paramedical stall," says 
Dr Lloyd Nazareth, President and 
Group Chief Operating Officer at NH. 
This process leaves the specialist free 
to perform more surgeries. At NH's 
Bangalore facility, a surgeon, on av- 
erage, performs four surgeries a day. 
six days a week, taking his weekly 
tally to 24. NH says this is far higher 
than the number performed in anv 
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Careful monitoring: Dr Dinesh Raju (right) of Narayana Health 
preparing a patient for surgery in Bangalore 


hospital globally, and dramatically reduces cost. 

Also, frugality is the watchword at NH. It does not buy all its equip- 
ment. It leases some on a pay per use basis. This keeps capital costs low. 
Great emphasis is given to maintaining equipment and extending its life. 
The buildings are designed to keep costs low, too. NH's Mysore Hospital 
was designed and built at a cost of 318 lakh per bed, when the thumb 
rule cost of a similar hospital is 350 lakh to €1 crore a bed. 

At times, no doubt, the frugal approach did not work. The concept 
of zero inventory, for instance, was one such. NH did not store con- 
sumables and got suppliers to deliver them just in time. There were 
problems and the measure was reversed, and an in-house store set up. 
"An important element of innovation is to accept failures and take cor- 
rective measures," says Dr A. Raghuvanshi, Vice Chairman and Group 
CEO, NH. The hospital has set up a central buying unit (CBU) and stand- 
ardised purchase of consumables and devices. Close to 80 per cent of all 
purchases are through the CBU. This has cut inventory costs by 15 to 
40 per cent and ensured quality. 

NH also adopted technology to aid information flow. Here too the 
frugal mindset came into play. It deployed its enterprise resource plan- 
ning (ERP) on the cloud rather than setting up data centres. This not 
only cut initial costs but was easily scalable. The IT system helps NH in 
many ways. An sms is sent at noon daily to senior doctors and adminis- 
trators informing them of the previous day's revenue, expenses and 
EBITDA details. This enables the management to decide quickly when 
requests for free or subsidised surgery come. "This is our way to not turn 
away such requests and at the same time keep our noses above water,” 
says Dr Shetty. "Also, looking at the P&L (profit and loss) account at the 
end of the month is like reading a post mortem report." 

NH also mines data to raise quality levels. Its business intelligence 
model throws up real time data on 30 different parameters that the 
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management may want to track for 
improving efficiency. Those related 
to clinical outcomes are then dis- 
cussed at the weekly Mortality 
Morbidity Meeting held every 
Thursday where all major clinical 
procedures are discussed among doc- 
tors and best practices shared. 
“Through business intelligence, we 
are trying to map the performance of 
each doctor in terms of clinical out- 
come and financial data such as 
consumable used during surgery, 
time patient has spent in ICU and 
duration of stay in the hospital,” says 
Dr Raghuvanshi. 

NH has also been open to experi- 
menting. When it set up a 104-bed 
hospital at Cayman Islands in the 
Caribbean, it chose to use the cold 
water available from the sea to re- 
place the energy intensive refrigera- 
lion system. Energy savings, as a re- 
sult, were as high as 90 per cent. This 
is significant considering that power 
cost in the islands was three times 
that of the US. NH's decision to set up 
oxygen plant there rather than 
source them will soon be imple- 
mented in its other hospitals as the 
plant pays back in just six months. 

There are challenges, of course. 
Cash flow is always a problem as 
over 50 per cent of the outstanding 
is from the government. "We never 
have money,” says Viren Shetty, son 
of Dr Shetty and Vice President 
(Strategy and Planning) at NH. This 
has forced the hospital to shift to an 
asset light model for expansion. "We 
prefer not to invest in land or build- 
ing but just in equipment," he adds. 

NH. meanwhile, continues to grow 
and Dr Shetty's target is to reach 
30,000 beds. He is confident that 
India will soon become the first coun- 
try in the world to disassociate health 
care from affluence. "The wealth of a 
nation has little to do with quality of 
health care its citizens can enjoy," he 
says. Not many will disagree. 
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, they can: Abraham Joseph, who 
heads R&D at Bajaj Auto, and 
Managing Director Rajiv Bajaj 
developed the world's first two-wheeler 
engines with twin spark technology 
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How two mechanical 
engineers did magic 
with spark plugs. 


By SUVEEN SINHA 


W Nobody told Joe and Rajiv it was impossible. So they 
went ahead and did it. 


hat would be the tweet to tell the story of how Bajaj 
Auto became the world's first company to make 
two-wheeler engines with two spark plugs in the 
combustion chamber. At 75 characters, it is about 
half the longest tweet. And yet, that is all there is to 
the story. 

Well. almost all. 

"DTS-i (digital twin spark ignition) is just the 
hump of the camel; the real thing is the rest of the 





camel. It is not about just one innovation." says 
Vikas Sehgal. Managing Director and Global Head of automotive for 
financial advisory firm Rothschild. 

The camel was conceived in the 1990s, by two mechanical engineers 
who did not believe in what at the time was the shiny new vista called 
MBA. One of them, Abraham Joseph - Joe to all — was largely self-taught. 
The other, Rajiv Bajaj, was the son of the CEO who charted out a path for 
Bajaj Auto that the CEO may not have chosen. 


The anti-MBAs 

Joe joined the company in 1989, recruited on campus at the National 
Institute of Technology. Bhopal. He was eager to put his training to use. 
So an MBA was not really his thing. Instead, he read and read: books. 
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research papers. case studies — anything relevant to manufacturing, 
engines, platforms, vehicles, and factories. He ran into a kindred spirit in 
Rajiv, the first engineer in the promoter family who broke the tradition 
of all scions going abroad for an MBA. 

In the early 1990s, Rajiv had started to grow roots in the company 
and give it a direction (motorcycles) and attitude (self reliance in technol- 
ogy) very diflerent from what they had been for decades (scooters; tech- 
nology does not matter in India). Together, Joe and Rajiv created a re- 
search and development wing in 1995. 

That was the time when Indian two-wheeler makers were still bask- 
ing in the first flush of foreign love. Large. multinational companies with 
deep pockets would share equity and profits with their Indian partners 
merely in exchange for knowledge of the local terrain: market and cus- 
tomer, and government and regulations. In cases, the Indian partner 
also provided money, but that was not its raison d'étre. 

Bajaj. at this time, was an also-ran in the motorcycle market, with 
no identity. Hero Honda, with its 100cc, four-stroke. fuel-efficient mo- 
torcycles was the runaway leader. Yamaha's motorcycles, made with 
Escorts, were known for their performance. 

Bajaj tried to do both and failed at both. It had a tie-up with Japan's 
Kawasaki, but only technical. The two were more like helpful acquaint- 
ances. The Japanese company mostly provided technical drawings. 
which Bajaj had to put to use at its factories through its own processes. 

In contrast, Honda was very much in bed with Hero as well as 
Kinetic, Suzuki with TVS, Piaggio with LML, and Yamaha with Escorts. 

"Let's do the opposite of what Hero does,” Rajiv told Joe. 

That was reckless. They were investing in an engine platform when 
they could have simply benefited from Kawasaki's. And to what avail? 
They built the Pulsar, which those who were supposed to know better 
found too big, with an overgrown fuel tank. But when you say reckless 
to ambitious men in their twenties who ride motorbikes (M900 Ducati 
for Rajiv, Yamaha RX100 for Abraham), they laugh it off. 

Rajiv, now 48, and Joe, a year younger, are still laughing. And those 
who doubted them back then turn their faces away just, like the Pulsar's 
headlight turned to passing girls in its television commercial, as a grav- 
elly voice said: “Detinitely male.” 

Bajaj's EBITDA — short for earnings before interest, tax, depreciation, 
and amortisation — is a much-talked-about figure, as it is nearly double 
the industry average. That is all thanks to its success in creating the 
performance segment — where it refuses to get into a price war and enjoys 
high margins — and in becoming India's largest exporter of motorcycles 
bv a long vard. 

"Success takes time. Bajaj had the vision and audacity to invest in 
things that were ahead of their time, staying ahead of the market in R&D 
as well as exports. What's more, Bajaj did it on its own. That it succeeded 


shows in its market positioning and high profitability,” says Sehgal of 


Rothschild. 
Pulsar proved the sceptics wrong from the start. But, as if to rub it in 
further, Joe and Rajiv remade it in 2003, just two years after launch. As 


Rajiv once explained, the Pulsar, though successful, still needed a bit of 


magic in it. The rabbit out of the hat was an extra spark plug. 
Simple. you say? Two-wheeler companies would shake their heads 
at that in exasperation. If they are particularly incensed, they might 
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make you light a match in a room full 
of highly-combustible gas. 


Playing with fire 

That is what the combustion cham- 
ber of an engine is: packed with air- 
fuel mixture. The spark plug does the 
job of a match. But one spark plug 
(one matchstick) takes time to burn 
the entire mixture. And the slower 
the mixture burns, the less work it 
does in moving the piston. There is 
more loss of heat to the walls of the 
chamber. The trick, therefore, is to 
burn it quickly to create more pres- 
sure to push down the piston. That 
can be done by lighting another 
match on the other side. 
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Expert view: V. Sumantran, who has a doctorate in aerospace 
engineering, says Bajaj would have done a lot of optimisation work to 
use the twin spark technology in two-wheelers 


But there is a reason why no one did it before Bajaj. Not in two- 
wheelers anyway. 

“In the 1980s, when I was a young engineer, Alfa Romeo had an 
engine that featured and was branded Twinspark. The concept itself is 
not unique; it is not a discovery. But we must give credit to Bajaj for 
taking it forward and putting it in a two-wheeler. There would be a lot 
of optimisation work needed to get it to work correctly in a small en- 
gine. It is not a trivial thing like making a hole and putting a spark plug 
in it,” says V. Sumantran, who has a doctorate in aerospace engineer- 
ing and has served as Executive Director of Tata Motors and Vice- 
Chairman of Ashok Leyland. 

But the Romeo had a 2,000cc engine, and its sole intent was to gen- 
erate more power. Bajaj's hunt was different. The Pulsar's engine is 
1 50cc and it needs more power as well as better fuel economy. 

Joe describes the motorcvcle's combustion chamber as an ulta katori 
(inverted bowl). In DTS-i. one plug is embedded on one side, another on 
the other. And there must be space for the piston to move freely, with the 
least friction. So the second plug needs to come through the chain cavity. 

The first plug gives the master spark. The second, the slave spark. 
follows it after a delay. There is a coil to control each spark plug. the two 
must not burn simultaneously. If the second charge is too quick. there 
may be a detonation. In fact, for better power and fuel efficiency, they 
must burn variably in relation to each other depending on the tempera- 
ture outside, the speed of the vehicle, and the load on it. And at no point 
should the engine overdo anything. There ought to be balance among 
the various things going on. 

This balance was achieved through a new algorithm Bajaj developed, 
using its own software. "When you talk about pushing limits, vou can 
at times do it," says Joe. 

Giving him a helping hand is his R&D team of 1,200 engineers. who 
are very good at calculations and analysis. They study fatigue resistance 
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of components and their performance 
ability and predict the output of an 
engine using codes. All the data is 
stored in a bank for current and fu- 
ture use. “It is an iterative process, 
built over 20 years,” says Joe. 

Time well spent, DTS-i gives 18 
per cent more fuel economy and 12 
per cent more power. At a time when 
all the other motorcycles were 100cc 
and 7.5 BHP, even the pre-DTS-i 
Pulsar was 150cc, 12 BHP. Now it 
gives 1 5 BHP. Bajaj's 100cc model, 
Discover, beats out 10.2 horses. The 
Pulsar 200 NS, a 200cc model. vields 
23.5 BHP and 53 to 54 km to a litre. 
Other companies have 250 cc models 
that give no more than 25 BHP and 
45 km to a litre. 

Just as the proof the pudding is in 
the eating, the proof of an innovation is 
in imitation, patents be damned. The 
DTS-i has been embraced not only by 
domestic manufacturers like TVS. for 
which Bajaj took it to court. and 
Enfield, but also manufacturers abroad. 

“Every mother thinks of her son 
as charming. What matters is 
whether the girl next door shares her 
view. In Bajaj's case, she does. The 
biggest sign of DTS-i's success is that 
it is being adopted rampantly by two- 
wheeler makers in Hong Kong, 
China, and Taiwan. For the first 
time, a truly Indian technology is 
making waves abroad. And that is 
because it enables high performance 
at low cost. just what most two- 
wheeler markets need,” says Sehgal, 
who specialised in automotive prod- 
uct platforms as part of his mechani- 
cal engineering at the Massachusetts 
Institute of Technology. 

Bajaj, for its part, has put two 
spark plugs in all its engines. All its 
vehicles, including the CNG- and LPG- 
driven three-wheelers, have two 
spark plugs. 

All except the new-generation 
Pulsar. That has three spark plugs. 
But that's another story. @ 


@suveensinha 


ECOME A 
ATURALS FRANCHISE 
ARTNER TODAY! 


in the fastest growing salon Chai 
EN = "p P — E 
04 successful salo 


natulals 


India’s No.1 hair and beauty salon 


WE OFFER 


¢ Training, recruitment 
* Dedicated hand holding 
during setup 
e Operational expertise with 
pan India presence 
* Financial assistance 


WE LOOK FOR 


¢ Confident & Passionate 
individual with good 
Networking skills 
¢ Investment $45-50 Lakhs 
* No prior industry 
experience 


required 


i 


4 E * 
" d A b Y 
LED 1i 


Pu" 
m" p 
| e E 


E 

^, A rr A 

, 7 f = LI ' j 

4 * 

f y E 
/1 "^X 


DR FRANCHISE ENQUIRIES +91 78100 00300, EMAIL: franchise@naturals.in 


Nv'w.naturc 








ion Tata DoCoMo 






Tata DoCoM o's one-paisa- 
per-second tari ff plan 
changed the Indian telecom 
industry, for better and 

for WOF'Se. By sunny SEN 


n a cold winter morning in December 2008, 
Gurinder Singh Sandhu huddled into a confer- 
ence room with three colleagues at Tata 
Teleservices Ltd's (TTL) New Delhi office. Sandhu, 
marketing head at TTI., and his colleagues were 
meeting a few days after Japan's NTT DoCoMo 
had agreed to invest $2.7 billion for a 26 per cent 
stake in the Tata Group's telecom arm. Over 
many cups of tea and coffee, the quartet waded 
through thick files of surveys and market reports 
on mobile-phone users' behaviour and requirements. They had to pre- 
pare a marketing plan to launch a new mobile-phone service. subse- 
quently called Tata DoCoMo. The plan had to be unique so that Tata 
DoCoMo stood out from the half-dozen other companies that had 
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launched or were planning to roll out telecom services. What Sandhu 
decided in that meeting not only helped Tata DoCoMo outsmart its rivals 
but also transformed the entire telecom industry. 

When Tata DoCoMo launched its operations on June 24, 2009 in 
Chennai. its unique selling proposition was the one-paisa-per-second 
billing plan for telephone calls. Anil Sardana, who was then managing 
director at TTL, made the first phone call under the new tariff system that 
day to then telecom minister Andimuthu Raja. Ratan Tata, Tata Group's 
chairman at the time, said at the launch that the per-second tariff plan 
"will create a paradigm shift" for phone users. And indeed. it did. 

Until Tata DoCoMo introduced the per-second plan, the lowest time 
frame to calculate phone tariffs was one minute. This meant that users 
paid for the full minute even if they spoke for only five seconds. While 
this was a profitable proposition for operators, users were clearly getting 
the short end of the stick. "The belief was that the per-minute plan was 
dishonesty. One-paisa-per-second came from that belief.” says Sandhu. 
The new tariff plan changed the equation overnight. “We wanted to 
make a disruptive intervention in the market,” he says. “There was 
nothing that sounded as disruptive [as the per-second plan|]." 

Sandhu studied various markets and similar tariff schemes before 
launching the per-second plan. One such scheme was by Emirates 
Integrated Telecommunications Co., which operated under the Du brand 
in the Middle East. Another plan he studied was launched vears before 
by TTL that offered a pulse rate of 1 5 seconds to users of its Tata Indicom 
service, which operated on the code-division multiple access technology 
platform. While Du's billing plan was a hit among users, TTL had not 
achieved much success due to lack of adequate marketing support. 

Sandhu says he had two options when he was finalising the market- 
ing plan for Tata DoCoMo, which offers telecom services under the global 
system for mobile (GSM) technology. He could either try to attract new 
users or instead target existing subscribers of other telecom companies. 
The second option seemed better. Why? The market research reports 
Sandhu had read suggested that only a third of mobile users were loyal 
to their operators. This made it easier to lure them away with a better 
tariff plan, which is what Tata DoCoMo did. 

The company launched TV and print advertisements with catchy 
taglines such as ‘Second is the new minute’. The ambition, says Sandhu, 
was to make Tata DoCoMo a "lighthouse brand" that consumers and 
other operators would follow. That's exactly what happened. Within five 
months of the launch Tata DoCoMo attracted 10 million customers. 
Three-fourths of them came from other operators. Soon, all operators 
including market leaders Bharti Airtel, Vodafone and Idea Cellular 
launched per-second plans and a major tariff war erupted in the telecom 
industry that had far-reaching effects. 

As more companies rolled out similar tariff plans, attracting users at 
the bottom of the pyramid, mobile penetration in the country surged 
from 29 per cent to 43 per cent within a year. The Indian telecom indus- 
try began adding about 15 million subscribers every month. the fastest 
pace in the world. From about 500 million subscribers in 2009. the 
market expanded to nearly 800 million users by 2014. For perspective, 
the European Union was adding about a million users a month. the US 
around three million and China almost eight million users a month. 

"It was a disruptive pricing innovation in a crowded market." Says 
srini Gopalan, Director of consumer business at Bharti, who was work- 
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MY 
FAVOURAITE 
INNOVATION 


ing with Vodafone in the UK when 
Tata DoCoMo launched the per-sec- 
ond tariff. But not everyone agrees. 
Sashi Shankar, Chief Marketing 
Officer at Idea Cellular, dismisses Tata 
DoCoMo's pioneering move. Shankar 
says per-second tariff would have 
been introduced eventually because 
all telecom operators were aggres- 
sively expanding their networks and 
moving beyond large cities into 
smaller towns and rural areas. 

Tata DoCoMo did not stop at per- 
second plans for voice calls. It also 
launched the Diet SMS pack, where 
rates for text messages would be 
charged based on the number of 
characters. In 2010, it launched the 
first pay-per-site to surf the Internet. 
The success of per-second plans also 
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prompted operators to launch recharge coupons of as low as 110. Earlier, 


recharge coupons could be bought for at least X100. This was unafford- 
able in small towns and villages as well as for poorer people in large cities. 
Subsequently. electronic recharge made things simpler. "When that 
happened it gave a lot of flexibility to operators to offer a whole bouquet 
of recharge coupons. as retailers would not have to physically store paper 
coupons." says Idea's Shankar. 

The per-second tariff plan also had negative consequences. It pulled 
down operators' realisation per minute by 10 to 12 per cent. Average 
revenue per user fell initially. Operators thought that even with the fall- 
ing realisation, the usage per subscriber would rise, but even that did not 
happen. Most operators now have between 40 and 60 per cent of their 
subscribers using per-second tariff plans. This has led to shrinking mar- 


gins. According to calculations by the Telecom Regulatory Authority of 


India, an operator makes 20 to 25 per cent more margin if it does not 
ofler per-second tariff. Sandhu also says that if Tata DoCoMo stops offer- 
ing per-second tariff plans, its margins will go up by at least 20 per cent. 

Falling margins and rising spend on network expansion after expen- 
sive spectrum auctions in 2010 started hitting the operators and dragged 
the industry into a financial mess that it has vet to recover from. All this 
means is that the 32,50,000-crore telecom industry today is buried under 
a debt burden of 32,80,000 crore. 

As margins hit rock bottom, telecom operators looked for wavs to 
manage costs better. Bharti, Vodafone and Idea jointly set up Indus 
Towers to share infrastructure such as telecom towers. Typically, tower 
sharing cuts cost by up to 25 per cent. Most companies also started op- 
erating their networks at or above full capacity. They outsourced certain 
services and reduced spending on adding customers by relving on mom- 
and-pop retail outlets to do the job. "We became much smarter in man- 
aging our costs,” says Bharti's Gopalan. 

Idea's Shankar says operators began customising services for users 
and launched other innovative tariff plans to increase revenue. Bharti, 
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Smart strategy: Print ads 
of the per-second tariff plan 


lor instance, launched the one-rupee 
store where users could watch a 
video for one rupee and Tata DoCoMo 
launched a service where users can 
pay one rupee to access social net- 
working site Facebook and messag- 
ing service WhatsApp for a day. 

Gopalan isn't sure, however, if 
the per-second plan was the best 
thing that happened to the industry 
"It did erode profitability and I am not 
sure if the consumer benefited, be- 
cause you need to make economic 
returns to continue to invest,” he 
says. Even TTL did not benefit much 
in the long run. The company makes 
heavy losses and has failed to become 
a serious challenger to market leaders 
Bharti and Vodafone — TTL is ranked 
seventh among a dozen operators 
based on market share data from the 
l'elecom Regulatory Authority ol 
India. And on April 25, NTT DoCoMo 
said it will exit TTL for not meeting 
performance targets. 

Sandhu, however, believes Tata 
DoCoMo has shown the light to the 
telecom industry in many ways with 
its innovative pricing models. Like a 
lighthouse on a sea shore. 
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Lalit Modi: The Full Interview 


The founder of the Indian Premier 
League speaks to Suveen Sinha 


Radical Disruptor 
Video interview of Gurinder Singh 
Sandhu, (right) Chief Marketing 


businesstodayin/innovation!4-lalitmodi Officer, Tata Teleservices, on the 
one-paisa-per-second' plan that 
transformed Indian telecom 


My Favourite Innovation businesstoday.in/innovation!4-qsandhu 


Photo gallery of Adi Godrej, Shikha 
Sharma, Chanda Kochhar, Deepak 
Parekh, Vineet Nayar and Sanjiv 
Mehta discussing the innovation they 
consider the most crucial 
businesstoday.in/innovationI4-ceospeak 


Ace in the Hole 

Video of Girish Wagh, Vice President. 
Tata Motors, on how the Tata Ace truck 
was conceived and created 
businesstoday.in/innovation!4-acetruck 

Plus: How Wagh got his team to smile for 


the camera 
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Heart of the Matter 

Video of an open heart surgery being 
carried out at the Narayana Health 
hospital in Bangalore 

Plus: Photo essay on open heart surgery 
businesstoday.in/innovationt4-narayanaheart 


Video of Dr Devi Shetty, founder of 
Narayana Health. on the need for 
innovation in health care 
businesstoday.in/innovationI4-narayanadshetty 


82 BUSINESS TODAY May 25 2014 








Interactive Illustrations 

On the challenges faced in developing the 
Tata Ace truck, how Naravana Health cut 
costs and how Tata DoCoMo tariff 


slash changed the telecom sector 
businesstoday.in/innovation!4-interactive 


The Art of Execution 


Video of issue editor N. Madhavan 
discussing the importance of execution in 
bringing an innovative idea to fruition 
businesstoday.in/behind-innovation!4 
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"SPECIAL FORCES" INNOVATION: 


HOW DARPA ATTACKS 


By REGINA E. DUGAN and KAIGHAM J. GABRIEL 





ver the past 50 years, the Pentagon's 
Defense Advanced Research Projects 
Agency (DARPA) has produced an un- 
paralleled number of breakthroughs. 
Arguably, it has the longest-standing, 
most consistent track record of radical 
invention in history. Its innovations 
include the Internet; RISC computing: 
global positioning satellites; stealth 
technology; unmanned aerial vehi- 


tions, the agency's advances have played a central role in 
creating a host of multibillion-dollar industries. 

What makes DARPA's long list of accomplishments 
even more impressive is the agency's swiftness. relatively 
tiny organisation, and comparatively modest budget. Its 
programmes last, on average, only three to five years. 
About 100 temporary technical programme managers 
and a vibrant mix of contract "performers" — individuals 
or teams drawn from universities, companies of all sizes. 
labs, government partners, and nonprofits — do the proj- 


cles, or “drones”; and micro-electro-mechanical systems 
(MEMS), which are now used in everything from air bags 
to ink-jet printers to video games like the Wii. Though the 
US military was the original customer for DARPA's applica- 
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ect work. The support staff comprises only 120 people in 
finance, contracting, HR, security, and legal. The annual 
budget for the roughly 200 programmes that are under 
way at any given time is about S 3 billion. With its uncon- 


— 


ventional approach. speed, and effectiveness, DARPA has 
created a “special forces” model of innovation. 

Not surprisingly. in recent decades there have been 
many attempts to apply the DARPA model in other or- 
ganisations in the private and public sectors. All those 
efforts — or at least the ones with which we're familiar 
have had mixed results or failed. These disappointments 
have led people to conclude that the successes of this ex- 
traordinary agency simply can't be replicated outside the 
Department of Defence. 

We disagree. We led DARPA from mid-2009 until 
mid-201 2. Since then, we have been implementing the 
agency's model of innovation in a new organisation — 
the Advanced Technology and Projects (ATAP) group at 







Harvard 
Business 
Review 





Motorola Mobility, which was acquired by Google in May 
2012. We believe that the past efforts failed because the 
critical and mutually reinforcing elements of the DARPA 
model were not understood, and as a result, only some ol 
them were adopted. Our purpose is to demonstrate that 
DARPA's approach to breakthrough innovation is a viable 
and compelling alternative to the traditional models com 
mon in large, captive research organisations. 

The DARPA model has three elements: 

Ambitious goals. The agency's projects are designed 
to harness science and engineering advances to solve 
real-world problems or create new opportunities. At De 
fence, GPS was an example of the former and stealth tech- 
nology of the latter. The problems must be sufficient!) 
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challenging that they cannot be solved 
without pushing or catalysing the sci- 
ence. The presence of an urgent need for 
an application creates focus and inspires 
greater genius. 

Temporary project teams. DARPA 
brings together world-class experts from 
industry and academia to work on projects 
of relatively short duration. Team mem- 
bers are organised and led by fixed-term 
technical managers, who themselves are 
accomplished in their fields and possess ex- 
ceptional leadership skills. These projects 
are not open-ended research programmes. 
Their intensity, sharp focus, and finite time 
Irame make them attractive to the highest- 
calibre talent, and the nature of the chal- 
lenge inspires unusual levels of collabora- 
tion. In other words, the projects get great 
people to tackle great problems with other 
great people. 

Independence. By charter, DARPA 
has autonomy in selecting and running 
projects. Such independence allows the 
organisation to move fast and take bold 
risks and helps it persuade the best and 
brightest to join. 


Decoding DARPA 

DARPA was created in 1958, shortly after 
the Soviet Union launched Sputnik. the first 
man-made satellite to reach space, spark- 
ing a national crisis in the United States. 
Concern that the Russians had achieved 
technological superiority led to the forma- 
tion of the agency. Its founding mission 
was simple: "to prevent and create strate- 
gic surprise." 

The day before we assumed the agen- 
cy's helm in July 2009, one of its former 
directors took us aside and said: "DARPA 
is one of the gems of the nation. Take good 
care of her." 

We had both held other jobs at DARPA. 
They included roles as programme manag- 
ers for micro-electro-mechanical systems 
and land-mine detection and running the 
electronics technology office. It felt entirely 
different, however, to be responsible for the 
organisation itself. 

Both of us had a visceral sense that we 
had been handed a high-performance en- 
gine. We were intent on running it at the 
maximum RPM but also wanted to pre- 
serve it for the long term. Truth was, no 
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THE INTERNET 
In 1969, DARPA 
launched ARPANET, 
the predecessor of the 
Internet, to allow project 
teams working with 
incompatible computer 
systems at different 
locations to commu- 
nicate with packets of 
data that contained both 
messages and routing 
information. The first 
version had four nodes, 
at UCLA, UC-Santa 
Barbara, the Stanford 
Hesearch Institute, and 
the University of Utah 
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one seemed to fully understand how the 
engine worked. 

Adding to our concerns were disagree- 
ments in the DARPA community that had 
taken place over the preceding decade. 
Out of a desire to contribute more directly 
to current military conflicts, changes had 
been made in how funds were allocated to 
researchers and how decisions to continue 
or kill projects were reached. 

With this weighing on us, we set out to 
discover what made DARPA so successful. 
We began by comparing notes on what 
each of us thought were its core attributes. 
Then we talked with dozens of colleagues 
— people who were working or had worked 
at the agency as programme managers 
and office directors — as well as leaders from 
industry and universities. 

This foundational work led us to un- 
derstand the key elements of the agency's 
success — the things we had to preserve 
and even strengthen. And although it's 
too early to declare victory, we think the 
reason we have made such rapid progress 
at Motorola Mobility is that we grasped 
which battles we had to fight in order to 
translate the DARPA model into one that 
could work in industry. 


A Dedication to 
Pasteur's Quadrant 


A central reason DARPA has been so suc- 
cessful over time is its unwavering com- 
mitment to work in what the late political 
scientist Donald E. Stokes, of Princeton. 
described as "Pasteur's Quadrant." (See 
Expanding Basic Science and Solving So- 
ciety's Problems.) It entails pushing the 
frontiers of basic science to solve a well- 
defined, use-inspired need. Stokes named 
the quadrant for Louis Pasteur, one of the 
founders of microbiology. Throughout his 
career, Pasteur conducted research that 
advanced basic science - the fundamen- 
tal understanding of phenomena - as part 
of his quest to address pressing societal 
needs, such as fighting diseases like tuber- 
culosis, anthrax, and rabies, and prevent- 
ing food spoilage. 

DARPA is not the only organisation to 
live in Pasteur's Quadrant. There are sev- 
eral examples in the life sciences industry 
and at the intersection of art and engineer- 
ing, for instance. 


The late political scientist Donald E. Stokes distinguished 


PRACTICAL USE? 


? 


four categories of research and highlighted how basic NO 
science can be employed to create practical applications 


Bohr's Quadrant. Work here is curiosity-driven basic research, 
which seeks foundational knowledge without consideration of 
practical use. This quadrant is named for the early-20th-century 


atomic physicist Niels Bohr. 


Edison's Quadrant. This category is pure applied research, aimed 
at finding a solution to a practical problem, and has no interest 
in explaining or understanding the phenomena of a scientific field. 


It's named for the inventor Thomas Edison. 


Pasteur's Quadrant. Research here expands basic scientific 
knowledge in order to meet pressing societal needs. This quadrant 


UNNAMED 


QUEST FOR FUNDAMENTAL UNDERSTANDING? 


is named for Louis Pasteur, a founder of the field of microbiology, 
who invented ways to prevent disease and food spoilage. 


Stokes didn't bother to give the fourth quadrant a label; both 
the science and the use here tend to be uninteresting. 


But in the private sector in general. 
examples of work in Pasteur's Quadrant 
are rare. Knowingly or unknowingly. 
many companies continue to subscribe to 
the linear model of technological innova- 
tion: Basic research is exploratory: applied 
research connects new discoveries to a 
practical end; and commercialisation is fo- 
cused on developing a product that incor- 
porates the technology and manufactur- 
ing it at scale. Many business executives 
view basic research as high risk, to be un- 
dertaken with extreme caution because 
predicting what. if anything. the research 
will produce is hard. and calculating the 
value of any discoveries can be difficult. 

Some of the research that companies 
conduct — usually a small portion of the 
total R&D budget — may be in basic science. 
But typically, the basic research is dubbed 
"blue sky". "exploratory". or "specula- 
tive", and is divorced from concrete needs 
or problems. Often companies try to make 
this research more practical by mandat- 
ing that the business units select and fund 
it. Not surprisingly. the probability that 
they will select projects that challenge 
or even threaten existing products and 
services is low. During the negotiations 
between the R&D department and the 
business units, compromises are made. 
The result is work that is the worst of both 


worlds. It lands in the lower-left quadrant 
of Stokes's matrix. where the science is 
not interesting and no one cares about 
the goals being pursued. Talent exits, and 
projects fail more often. not less. 

Most corporate research budgets are 
devoted to innovations critical to main- 
taining companies’ competitiveness in 
their existing industries. The research 
agenda is dictated by technology road 
maps designed to ensure that R&D invest- 
ments produce reliable outcomes. 

A company can usually map user 
needs and how existing or emerging tech- 
nologies should advance to meet them. 
The road map often looks three to five 
years out, maybe even a decade. Typically. 
everybody in the industry has developed a 
similar picture. For example. all semicon- 
ductor manufacturers have known how 
fast to expect circuits and devices to shrink 
and what manufacturing advances were 
needed to achieve increasingly smaller 
features. As a result, companies have used 
essentially the same manufacturing tech- 
nologies and chosen to diflerentiate them- 
selves by the types of circuits and products 
they created, not how they made them. 

The work in Pasteur's Quadrant 
doesn't exist on road maps. It results in 
discoveries that upset the current trajec- 
tory and can destroy an existing business. 


YES 


USE-INSPIRED 
BASIC RESEARCH 
PASTEUR 


Source Donald E. Stokes, Pasteur's Quadrant: Basic Science and 
Technological Innovation, Brookings Institution press, 1997 





MOTION-SENSING 
MICROMACHINES 
[n the early 1990s, DARPA 
broke new ground in 
devices that combine 
sensors, actuators, and 
electronics on a chip. The 
US military used them 

in systems that tracked 
soldiers inside buildings, 
armed torpedoes, detected 
biological weapons, and 
improved avionics. Today 
they provide critical 
functions in air bags, 
virtual-reality animation, 
gaming systems like the 
Wii and Kinect, ink-jet 
printers, smartphones, 
tablets, and high- 
definition TVs 
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Expecting the research organisation ex- 
ecuting against the road map to simulta- 
neously deliver breakthrough innovations 
that challenge the road map is unrealistic. 
Instead, companies should create a small, 
dedicated independent organisation to 
work in Pasteur's Quadrant. They should 
take to heart the lesson that the US govern- 
ment learned from the launch of Sputnik: 
The best way to prevent surprise is to cre- 
ate it. And if you don't create the surprise, 
someone else will. 

Identifying projects. There are two 
ways of identifying projects to pursue. 

One is to recognise that a scientific 
field has emerged or reached an inflection 
point, and that it can solve, often in a new 
way, a practical problem of importance. 

MEMS is an example. In the early 
1990s, research on the use of sensors and 
actuators to create micro-electro-mechan- 
ical systems that could be built with stan- 
dard semiconductor-fabrication methods 
was a promising, emerging field. The lion's 
share ofthe research was being conducted 
at universities, largely with National Sci- 
ence Foundation funding: it was aimed at 
expanding basic scientific knowledge and 
going in a thousand directions. 

The DARPA programme focused MEMS 
research on delivering new capabilities 
in three applications of interest to the 
military: inertial navigation (for ap- 
plications like tracking soldiers inside 
buildings and arming weapons), opti- 
cal switches and displays (for avionics 
and ground-to-air communication sys- 
tems), and lightweight laboratories on a 
chip that could quickly perform tasks in 
the field like detecting the presence of bio- 
logical weapons and identifying remains. 
The project broke new ground in several 
areas of science, including plasma physics, 
fluid dynamics, and materials. 

The second way to identify projects is 
to uncover an emerging user need 
that existing technologies cannot 
address. An example is DARPA's on- 
going hypersonic test-vehicle programme 
to develop an unmanned glider that can 
fly at Mach 20 after being boosted to near 
space. The national security objective is to 
create the capability to reach any point on 
the globe in less than 60 minutes from the 
continental United States, with a vehicle 
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UNMANNED 
AERIAL 


VEHICLES 

DARPA has been doing 
research on remotely pi- 
loted aircraft, or drones, 
since the 1960s. One of 
its most recent inven- 
tions is the Nano Hum- 
mingbird vehicle, which 
weighs less than an AA 
battery and broadcasts 
video from a tiny on- 
board camera. It could 
allow soldiers to scout 
out threats unobtrusively 
and from a safe distance 










whose course can be changed during 
flight and whose trajectory does not sig- 
nal a ballistic missile launch. At this speed 
the surface of the airfoil is 3,500 degrees 
Fahrenheit. the temperature of a blast 
furnace, and is burning as it flies. Over- 
coming all the challenges involved re- 
quires advancing the science of materials 
performance and assembly, hypersonic 
aerodynamic control, boundary layer 
transitions at such speed, heat-transfer- 
modelling capabilities, and automatic 
systems for flight termination. 

A project portfolio should include a 
healthy balance of both kinds of initia- 
tives — projects that are focused on new 
possibilities created by scientific advances 
and projects that are focused on solving 
long-standing problems through new sci- 
entific development. Both can be identified 
through quantitative analyses. This instils 
discipline in project selection and execu- 
tion. It is the project leader's first task. 

Take recent DARPA work in cyberse- 
curity. An analysis showed that over the 
past 20 years, the average number of lines 
of code in a malware programme had held 
nearly constant, at 125. But as malware 
proliferated, the number of lines of code 
needed to protect computers from it had 
skyrocketed, to more than 10 million. It 
was clear that current efforts were diver- 
gent with the threat. This prompted the 
agency to sponsor several initiatives, in- 
cluding one aimed at designing comput- 
ers that thwart malware by constantly 
changing how they operate at the 
basic level where programmes at- 

tack — but in a way that does not 
affect users’ interactions with the 
operating system or applications. 
And at ATAP, quantitative analy- 
sis showed that the percentage 
of all 3-D printing that was used 
to manufacture finished products, 
not just prototypes, had risen from 
four per cent in 2003 to 25 per cent 
in 2012, suggesting it may be possi- 
ble to make individually customised 
electronic products en masse, creating 
the hardware equivalent of the software 
ecosystem. 

Defining a project. Quantitative analy- 
sis should also be used in execution plans 
to help clarify the goals of the project and 








the technical challenges it must overcome. 
Both the capabilities and the technical so- 
lutions may need to be adjusted as the pro- 
gramme proceeds. The original goal may 
be overtaken by the discovery of a differ- 
ent and better application, Some technical 
challenges may prove easier or more difti- 
cult than expected. As a result, entirely new 
problems may need to be solved. Since the 
project leader has the best technical insight 
and project awareness, he or she must be 
allowed to make choices about how to real- 
locate resources, assess progress, and revise 
goals along the way. 

Tracking progress. Typical methods 
for planning and tracking product-devel- 
opment projects are not well suited to Pas- 
teur's Quadrant. In product development. 
experience with comparable projects is a 
good guide for estimating the time and re- 
sources required to hit milestones such as 
the completion of the design. the produc- 
tion of a successful prototype. and ramp- 
up to full-scale production. Projects in 
Pasteur's Quadrant require different tech- 
niques. They involve fast iterations. Plan- 
ning should be light and nimble. Progress 
can be assessed by tracking iterations to see 
if they are converging on goals, revealing 
dead ends, uncovering new applications, or 
identifying the need for unforeseen scien- 
tific advances. 

Insisting that a team steadily hit mile- 
stones established in initial plans can 
cause it to adhere to a path that — based on 
something the team has learned — no lon- 
ger makes sense. Sometimes a setback or a 
failure is the most effective tool for discov- 
ery. If people working on a particular piece 
of a project experience a failure. it's often 
because something they encountered 
surprised them. That's to be expected in 
high-risk projects. When such events oc- 


cur, the project leader has to 
let the team members press 
forward as long as they can 
see that the approach might 
ultimately work within project 
constraints, even if they deviate from 
the original course. 

That said, if it becomes clear that a 
given scientific approach won't work or 
requires multiple miracles in a row, that 
particular effort should be shut down and 
the resources shifted to other approaches. 
At DARPA or ATAP, performers who sign on 
to a project understand that their participa- 
tion might end if the science doesn't work, 
the pace of progress is not commensurate 
with other efforts, and ideas for how to 
make it work cannot be found. 


Time Limits and 

Temporary Teams 

One ofthe most effective ways to attract tal- 
ented performers from a wide array of dis- 
ciplines, organisations, and backgrounds 
— and to keep them intensely focused — is to 
set a finite term for a project and staff it with 
people working under contracts that last 
only as long as the jobs they perform con- 
tribute to the overall goal. 

Fixed durations and tenures. Projects 
with set time frames (up to five years at 
DARPA and up to two at ATAP). leaders 
who leave when the projects end, and the 
scalability, diversity. and agility of contract 
performers have an edge over traditional 
captive research organisations. All of those 
things make it possible to recruit high- 
calibre team members from a broader pool 
and get them on board faster. In addition, 
you can change the makeup of the group 
more quickly along the way as the team 
overcomes certain technical obstacles and 
others emerge. 
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PROSTHETICS 


For service members 
who have lost limbs, 


DARPA is creating advanced 


prosthetics. It has already 


produced artificial arms that 


offer an increased range of 


motion and dexterity 


and currently is working 
to connect them directly 
to the brain and simulate 


a sense of touch. In 
initial tests, human 
subjects have been 


able to operate the lirnbs 


with their thoughts 
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In one project, ATAP was able to con- 
tract 40 of the world's best computer- 
vision experts from 30 entities (including 
universities, component suppliers, and 
systems integrators) in five countries 
and solve the most significant technical 
challenge in less than six months. We 
are convinced that we would not have 
been able to hire even a small fraction 
of them as perma- 
nent employees, 
Even if we could 
have, it would have 
taken more than a year 
to recruit them and get 
them working. 

The DARPA model also allows 
a company to alter its portfolio of proj- 
ects faster and at a much lower cost than 
a conventional internal research organisa- 
tion can. During our recent tenure at the 
agency, we were able to shift significant 
investments from programmes in space 
and large air and ground systems to pro- 
grammes in cybersecurity, synthetic biol- 
ogy, and advanced manufacturing in less 
than a year. 

Individual performers can be quickly 
reassigned to new work as well. If an or- 
ganisation involved in the project isn't 
getting results but its work is important 
to achieving program objectives, its ef- 
forts may be redirected and its contract 
renewed. 

Another benefit of limited tenures is 
that — combined with a clearly articulated 
important need and a scientific challenge — 
they create a sense of urgency. This forces 
the team to act as a whole to benchmark 
progress and to continually challenge 
"how things have always been done." The 
hypersonic test-vehicle project didn't set 
out to investigate the science of flying at 
Mach 20. It set out to demonstrate within 
the five-year programme all the technolo- 
gies necessary to launch a vehicle that 
could fly from point A to point B at Mach 
20 and whose flight could be controlled. 
On the first flight. there was no aerody- 
namic control of the vehicle, but we col- 
lected nine minutes of Mach 17-20 data 
(more than had been collected in 30 years' 
worth of ground tests combined). Less than 
18 months later, during the second flight. 
we achieved more than three minutes of 


90 BUSINESS TODAY May 25 2014 










STEALTH 
TECHNOLOGY 
To address the 

threat posed by the 
proliferation of 
advanced networked 
air defences, DARPA 
dramatically reduced 
infrared, visual, 
acoustic, and radar 
signatures, which led 
to the design of new 
aircraft, such as the 


F-117 Nighthawk 


fully aerodynamically controlled Mach 20 
flight —a first. 

As à practical matter, a high-risk ef- 
fort by a diverse set of world-class experts 
can be sustained for only a limited period. 
One reason is the intensity. Another is 
that both the problems and the novelty 
of the scientific advances needed to solve 
them are perishable. If the desired capabil- 
ity cannot be created 

within a fixed time 

frame, it is likely 
that someone else will 
create it or come up with 
another solution. 
Teams of contractors. DARPA 
doesn't have any laboratories of its 
own. Its programmes fund performers 
who work at their respective organisations 
and get together at least twice a vear to re- 
view progress and objectives. 

DARPA's MEMS programme team. for 
instance, included experts in basic mate- 
rials science, design and simulation tools, 
and semiconductor production. They were 
employed at the University of Michigan, 
Stanford, and other schools; large compa- 
nies such as Honeywell. Alcatel, and Ana- 
log Devices: a number of smaller compa- 
nies; and government labs such as Sandia 
and Brookhaven. And the hypersonic test- 
vehicle programme has drawn world-class 
researchers in computational fluid dynam- 
ics, aerodynamic control, and materials 
science, and experts on manufacturing. 
rocket control. range safety. data collec- 
tion, and telemetry. 

On DARPA projects, people who nor- 
mally wouldn't interact collaborate and 
inform one another, A scientist in a new 
field often has so many possibilities to pur- 
sue that it can be difficult to choose among 
them and concentrate. And often people in 
industry trying to create new applications 
encounter a need to make an advance, but 
some aspect of the science blocks them. 
When these diverse performers work to- 
gether, the industry team members focus- 
ing on the applications may say to the sci- 
entists, “I don't have enough yield here,” 
or “I'm not generating enough photons." 
And the scientists may say. "I can solve 
that problem for vou" or “I cannot solve 
that problem. but I can solve this one. Does 
that help?" The same kind of interactions 





may happen across disciplinary lines. This 
dynamic produces a tremendously creative. 
fast, iterative cycle and generates break- 
throughs in time frames that seem impos- 
sibly short, 

A special breed of project leader. The 
project leader orchestrates the entire effort. 
He or she determines what pieces of work 
are needed to produce a specific result, con- 
ducts a proposal competition, and contracts 
organisations to do the work. (These organi- 
sations assemble whatever subcontractors 
they require.) 

Project leaders who can successfully 
lead DARPA-like efforts possess the skills 
of the best CEOs of science- or engineering- 
based start-ups. Some project leaders may 
have held such positions. Others may come 
from academia, government labs, corpora- 
tions. and nonprofits. They need to have 
deep technical or scientific knowledge, be 
natural risk takers, and be thought leaders 
who can create a vision that inspires an en- 
tire community. 

Project leaders oversee the collection of 
performers, manage the technical details, 
and make all major decisions. They han- 
dle budgets, contracts. execution issues, 
speaking engagements, and customer re- 
lations. At DARPA that may entail explain- 
ing a project in three minutes to a four-star 
general who may or may not have a tech- 
nical background, delivering a technical 
talk at a research conference, or working 
out intellectual property concerns with a 
university. 

Many, but not all, project leaders have 
PhDs. Typically. they're in their thirties or 
early forties. five to 10 years past earning 
their last degree, and already have made im- 
portant achievements (delivering a product 
to market, successfully leading a university 
research center, starting a company). Confi- 
dence is important. These midcareer leaders 
may recruit people who are older and more 
accomplished; they must be able to hold 
their own. 

They rarely have MBAs. The skill set 
that you acquire in business school is of- 
ten about defining the market opportunity. 
writing a plan, and then faithfully executing 
it. By contrast. DARPA and ATAP are more 
focused on managing constant flux — build- 
ing, replanning, changing tack, and moving 
talent in and out as project needs shift. 


How do you find such leaders: At DARPA 
we found them through our networks and 
those of the agency's current and former 
programme managers, office directors, 
and performers. In the roughly three years 
we headed DARPA, about 75 of the 100 
programme managers changed as pro- 
grammes ended and others began. We did 
not have trouble finding exemplary people 
to fill those positions. 

At Motorola Mobility. we are tapping 


our networks too, of course. We also have 
an expanded set of people within Motorola 
and Google who seek bold. fast, project- 
based work. Sometimes we find them: more 
often, they find us. Additionally, we use in- 
dustry recruiters to identify talent. 

DARPA has multiple attractions: Per- 
forming service to your country, the hon- 
our of being asked to work for an elite 
organisation with a storied history, 
and the opportunity to pursue some- 
thing amazing, often countercultural. 

As an example. in 1992. university 
and industry efforts in MEMS were focusing 
on the wrong thing — the miniaturisation of 
the devices. An unconventional minority 
opinion was that the opportunity lay in the 
integration of electrical. sensing, and actua- 
tion with signal processing and computing. 
and in building the devices with the same 
materials and processes used to manufac- 
ture semiconductors. That meant placing 
the highest priority on fabrication, system 
design. and design tools. DARPA not only 
permitted that view to emerge; it encour- 
aged it. As a result. the agency was able to 
recruit talented leaders and performers. 

The DARPA model gives exceptional 
leaders an environment where they can 
pursue what others may think is a crazy 
idea. challenge an entire industry, or 
catalyse the formation of one. Because 
they're not permanent employees, project 
leaders worry less about rocking the boat 









CARBON 
COMPOSITES 
To meet the military s 
needs for lighter, more 
durable materials, 
DARPA created new 
forrns of substances 
like carbon fibres, 
ceramics, and gallium 
arsenide. They are 
now used in a wide 
range of products — 
such as body 

armour, cell phones, 
and golf clubs 
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and jeopardising their careers. They fo- 
cus instead on changing the world. And 
many of them do. 

At ATAP, we give project leaders the 
right to be impatient, as we did at DARPA. 
They refuse to wait for obstacles to be 
cleared. (One week of delay is one per cent 
of an ATAP project leader's time at the or- 
ganisation.) Because our structure is flat, 
they elevate issues almost immediately to 
us. We clear them fast. This creates tre- 
mendous speed and momentum. 

ATAP doesn't have all of DARPA's at- 
tractions. But it does share a vital one: the 
opportunity to make a difference and re- 
alise a bold vision. In addition, it gives peo- 
ple a chance to work for an elite commer- 
cially focused team in a fast-paced industry 
and at higher compensation than DARPA 
can offer. As ATAP proves in the coming 
vears that it can innovate like DARPA, we 
expect the network of enthusiastic, quali- 
fied candidates to grow. 


Independence 

An advanced technology and projects 
group must function in ways that differ 
from the normal company. Adjustments 
are needed in such areas as staffing, bud- 
geting, and protecting intellectual prop- 
erty and proprietary information. In 
addition, the group's breakthrough inno- 
vations may lead to new businesses that 
require major departures for the company 
-or that threaten existing businesses. (If 
DARPA had needed the US Air Force's au- 
thorisation to develop stealth technology 
in the 1970s, the work may have never 
been done. The Air Force initially did not 
want the technology and repeatedly tried 
to stop the project. Only the intervention of 
the secretary of defence protected DARPA's 
efforts.) For these reasons, the team must 
operate with some independence from the 
rest of the company. 

In a corporation, an advanced projects 
group should report to the chief executive 
officer or the operational executive ulti- 
mately responsible for nurturing and pro- 
tecting innovations. This person should 
have control of significant resources and 
broad P&L responsibilities rather than 
a staff position. He or she should not be 
someone who might be motivated to use 
the resources to supplement product de- 
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GLOBAL 
POSITIONING 
SYSTEMS 
DARPA s involvement 
in developing a 
precision navigation 
system that used 
satellites for the US 
military dates back 
to 1959. Two decades 
later, the agency 
digitised GPS signals 
and created the 
technology for small 
GPS receivers 


velopment dollars or to protect an existing 
business area. 

Crucially, decisions about which proj- 
ects to pursue must not be made by com- 
mittee. Breakthrough innovations, by 
their very nature, do not lend themselves 
to consensus. Instead, the parent company 
should establish a multiyear budget with 
critical mass, ensure that the leaders of the 
advanced research group have visibility 
into — and the ability to influence — cor- 
porate objectives, and then give them the 
freedom to select projects. Within broad 
limits, they should also be able to reallocate 
and reprioritise spending within the group 
and among projects over time. 

Given how new the DARPA model is to 
industry, it should come as no surprise that 
at ATAP it has been necessary to challenge 
existing assumptions about the way things 
operate. We've also had to push against 
the mainstream organisation's tendency 
to enforce consistency and uniformity. 
Uniformity is not always desirable. When 
different outcomes are wanted, different 
approaches are necessary. 

Hiring is a case in point. A high-tech 
company has a natural tendency to per- 
manently hire as many world-class tech- 
nical minds as possible. That is the right 
approach for much of the organisation, 
where experience is essential. It allows 
the company to build a foundation of ex- 
pertise, execute with greater probability of 
success along a road map. generate oppor- 
tunities for innovation, motivate employ- 
ees with career advancement, and develop 
future leaders. 

This approach is precisely the wrong 
way to build a team of project leaders who 
will challenge the wisdom of experience 
and take on risky efforts. For the first six 
months after ATAP was launched, em- 
ployment offers to project leaders often en- 
countered the same questions: "Why are 
you hiring this person for only two years? 
Why not hire them as a permanent em- 
ployee?” It took a while to get people in the 
mainstream organisation to understand 
that hiring a technical rock star for his or 
herentire career might actually be counter 
to the mission of consistently generating 
breakthrough innovations over time. 

The same kinds of concerns were raised 
about compensation packages. Project 
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leaders recruited from outside the company 
take a greater risk because their jobs will last 
only two years. It's fair and logical that their 
compensation reflect that extra risk and be 
greater than what they would earn as perma- 
nent employees but less than the payoff of a 
successful start-up. 

Similarly, we had to develop a much 
shorter, simpler nondisclosure agreement for 
use with prospective external performers. We 
did this to address the specific needs of ATAP's 
diverse community of performers, especially 
start-ups. In its first 14 months, ATAP re- 
viewed 200 to 300 start-ups and contracted 
with over 100 of them. These young compa- 
nies move fast and often do not have captive 
legal resources. Our modified NDA, developed 
with Motorola's legal department, recognises 
this fact. The result is that we routinely ex- 
ecute an NDA in less than a day rather than 
thetypical weeks or months. 

In the case of intellectual property, ATAP's 
need for speed and flexibility clashes with con- 
ventional approaches that focus on exclusive 
ownership of all IP from the beginning. Work- 
ing with ATAP, Motorola's legal team created 
development contracts that ensure access 
to intellectual property and allow for future 
negotiations about exclusivity. In so doing. 
we avoid protracted negotiations in the early 
stages of development. We gain speed and 
first-mover advantages. 

As a result of adopting the DARPA model. 
ATAP has been able to launch eight projects, 
involving more than 120 companies and six 
universities and expertise from 1 1 countries, 
in 14 months. Three of those projects have 
produced multiple prototypes that demon- 
strated the viability of the envisioned prod- 
uct. Two of them advanced to low-volume 
production, were then further developed in 
collaboration with our colleagues in other 
parts of the company, and will soon ship 
in Motorola products. Some ATAP projects 
have made foundational advances in areas 
such as big-data analytics, the way graphics 
are rendered on mobile devices, and a faster, 
more secure way for users to sign on to their 
smartphones, tablets, or computers. By any 
measure, this is fast. It was accomplished 
with a staff of fewer than 40, including the 
project leaders and us. 


THERE IS A detrimental divide between ef- 
forts to advance science and the develop- 
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ment of new products and applications. The 
DARPA model is the only approach that has 
bridged that divide on a sustained basis. It has 
allowed the agency to recruit the best scien- 
tific and engineering minds, wherever they 
might reside, and to engage them to solve dif- 
ficult problems. 

The "special forces" model is a radical 
departure from the "spend a lot of money on 
research and hopefully something good will 
eventually come out of it" approach, which 
makes companies reluctant to undertake 
ambitious internal research. DARPA's model 
offers an alternative, and its record of suc- 
cess proves that breakthrough innovations 
can be produced consistently, in remarkably 
short time frames, with a small. flexible, and 
agile organisation. 

Our current efforts suggest that organi- 
sations in the public and private sectors can 
dramatically increase their production of 
breakthroughs by adopting this model. The 
products and services created by these break- 
throughs will improve the competitiveness 
of companies and countries. They also may 
restore a belief. that we can. indeed, shape 
the future. @ 





TELEPRESENCE 


SURGERY 

With an eye towards 
bringing medical 

help to the wounded 
through robots on 
battlefields, DARPA 
has supported 
research on remote 
surgery. The resulting 
advances helped pave 
the way for robotic 
devices such as 

the Da Vinci 

Surgical Systern 
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MODERN RETAIL MAY 

NOT BE A THREAT TO ITS 
EXISTENCE, BUT YOUR 
NEIGHBOURHOOD 

KIRANA SHOP IS SPIFFING 
THINGS UP ANYWAY. 


By ARPITA MUKHERJEE 
QOODOOOOOOCOO 


n Sundays, Shishir 
Ashar is “relatively 
free’. In his world 

which revolves around 
New Ambica Stores in 
Mumbai's suburban 
Marol area — this still 
means he fields phone 
calls and tends to customers, politely 
and deftly. Sixty-year-old Suman 
Agarwal enters his store and rattles 





olf the items on her list. Placing all 
the items in bags, Ashar takes the 
opportunity to suggest new products 
for her to try, and she takes the bait. 
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SMALL 
CHANGE 





“Tve been coming here for the 


past 15 years,” she says, as she pays 
her bill of 2,026. She says she shops 
here every fortnight, while praising 
the quality of the products and the 
fact that it grinds wheat into flour for 
her. She can even return products. 
There's a bigger store right across the 
road, but Agarwal does not shop 
there. The 25-year-old Ashar says 
that much of his clientele is like her. 

The 30-year-old, 450-square-foot 
store got a makeover two years ago. 
Ashar and his elder brother Jignesh 
decided to renovate to ensure cus- 


ELEE tn 
Ti Pint Vlt a, 


tomer demand. “Customers are ready 
to pay if they get service,” says Ashar. 
He adds that the ten shops in the area 
are all supermarkets. “People want 
everything under one roof. Had | 
continued to focus only on groceries, 
business would not have been good." 

Like many owners of traditional 
kirana stores (mom-and-pop outlets), 
Ashar is not worried about modern 
retail shops. He has modernised his 
store while retaining the characteris- 
tics unique to kiranas that cannot be 
easily replicated. "The value proposi- 
tion of kirana stores is unbeatable by 





p 





we 

Longer shelf life: Vijay Singh, MD 
and CEO of Aaramshop.com, helps 
traditional shops, such as All Needs 
Store in East Delhi, modernise 








SHEKHAR GHOSH 


"The opportunity really is from the web to the consumers 
doorstep within 45 minutes using the existing supply 


chain... without anyone incurring any cost" 


modern retailers." says Ankur Bisen, 
Senior Vice President for retail and 
consumer products at global consul- 
tancy Technopak. Sunil Kataria. COO 
for sales and marketing in the SAARC 
region at Godrej Consumer Products, 
concurs, and says kirana stores are 
efficiently run. A study by Assocham 
and YES Bank shows kirana stores will 


continue to be the largest contributor 
to overall retail sales, 

Kirana stores offer credit. home 
deliverv for even small orders. un- 
packaged foodgrain sold by weight. 
and maintains personal relationships 
with customers. The occasional 
kirana shop even offers home delivery 
of fresh vegetables. 
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iiA. iN Kirana stores 


On his own: Agosh Malik (right), third- 


generation owner of The Morning Store 


in Dethi, takes orders via his website 








One such example is R. Ganesan, 
who ran away from home as a 
| 3-year-old, and came to Chennai to 
matinee idol M.G. 
Ramachandran. In 1970 he set up a 
vegetable shop under a thatched roof. 
Within a decade, Sri Ganesh 
Vegetable Shop. now in spacious 


see his 


premises, became the go-to store for 
Iresh produce in Chennai's Adyar lo- 
cality. Unlike others, Sri Ganesh back 
then, allowed customers to choose 
the vegetables. In the mid- 19905, 
Ganesan ventured into groceries by 
Vanga Vanga 
Supermarket. ( Vanga means ‘come’ in 
Tamil.) Today both shops are under 
one roof — a 3,000 sq ft facility in the 
posh Gandhi Nagar area, not far from 


setting up 


where Ganesan started out. In the 
last six vears — around the time retail 
chains began to pop up in the neigh- 
bourhood - business has more than 
tripled. "Qualitv products, reasonable 
prices, customer service and the bless- 
ings of the Almighty are the key to 
our success," he says. 

Traditional grocers also have an 
edge over modern ones in items such 
as grains and masalas, since they 
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have better knowledge and sourcing 
ability. says Sameer Satpathy 
Executive Vice President and 
susiness Head, Marico India. “These 


are areas where the penetration of 


modern trade has been less,” he says. 

The smarter kirana store opera- 
tors are tweaking product portfolios 
and adopting best practices from 
modern retail. They carry premium 
products, and have designed their 
stores to have aisles, security cameras 
and closed doors to improve hygiene 
and give them a modern look. 

“They're definitely not under 
threat.” says Godrej's Kataria. “But 
they re realising they need to change 
with the changing consumer profile.” 
He says products that move fast at 
modernised kirana stores include rela- 
tively high-priced items such as anti- 
roach gel. room and car fresheners. 
Ashar says Nutella sells well. 

As kirana stores modernise, con- 
sumer product makers such as Godrej 
and Marico say they gain. Marico's 
satpathy says: "We see this as an op- 
portunity to compete. Strong brands 
gain from such stores, because 
they're picky about their assort- 







ment." 


Prakash 
Shah, who 
runs Swastik 
General Stores in the 
Mumbai's Chembur locality, is from 
the Kutchh region of Gujarat, and 
runs the 500 sq ft store his father set 
up 50 years ago. Today it looks like a 
mini supermarket. Referring to the 
aisles that let customers browse, Shah 
says: "Every customer today wants to 
be served first. no matter when the 
enter the store, which wasn't possible 
earlier." 

To overhaul his shop. Shah took 
the help of Trans Retail Ventures. 
which operates the Aasaan chain of 
stores and helps shops modernise. 
"There are about 30,000 Kutchhi 
kiranas across Mumbai." says 
Aasaan's Executive Director, Vinavak 
Joshi. "If we're able to convert even 
300, it is good." The not-for-profit 
organisation has worked with six 
kirana stores so far, and wants to con- 
vert at least 50 more by next vear. 

Alter modernisation, Shah says, 
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clientele has grown and older cus- 
tomers are happier. Aasaan pays up 
to 11,300 a sq ft for renovation, and 
has made an initial investment of 
around 15 crore in its endeavour. 

Technology providers such as 
SAP, and online grocery platform 
Aaraamshop.com, are also helping 
modernise shops. SAP's solution, SAP 
Ganges, aims to connect manufactur- 
ers, distributors and kirana stores in a 
transparent system. "What makes 
the big difference is access to data for 
targeted promotions and discounts 
that companies want to provide to 
kirana stores," says Anirban Dey, 
Managing Director, SAP Labs. 
"Distributors and companies can look 
into the inventory and help kirana 
stores prevent stockouts." Stockout 
refers to the exhaustion of inventory. 

Dey adds that SAP Ganges's as- 
sociation with banks would help 
kirana stores get micro credit, as 
banks can get real-time information 
about a store's sales. The SAP Ganges 
pilot launch is scheduled for late April 
in select cities. 

Aaramshop has created a net- 
work of some 3,000 kirana stores' 
inventory. Customers place orders 
online, and Aaramshop directs them 
to a retailer nearby. "The opportunity 
really is from the web to the con- 
sumer's doorstep in 45 minutes, us- 











been forced in some ways by chang- 
ing times. For instance, both Ashar 
and Shah now limit the credit ex- 
tended to older customers. Newer 
ones pay cash, they say, mostly for 
top-up purchases, while monthly 
supplies come from big-box retailers. 

Agosh Malik, the third-genera- 
tion owner of the Morning Store in 
New Delhi's Greater Kailash locality, 
says kirana shops are being hurt by 


ANIRBAN DEY, MD, SAP Labs ‘What makes the big difference is the access to 
data for targeted promotions and discounts that consumer product 
companies want to provide to kirana stores. Distributors can look into 
the inventory and help kirana stores prevent stockouts" 
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ing the existing supply chain... with- 
out anyone incurring any cost," says 
Vijay Singh. Managing Director and 
CEO of Aaramshop. 

Aaramshop is trying to change 
the perception that deals are available 
only at large-format stores, which 
tend to advertise more, and to high- 
light offers. With simple tools, it helps 
retailers relay information about 
deals to customers. 

Aaramshop and SAP earn profits 
not from kirana stores but from con- 
sumer product companies, distribu- 
tors and — in SAP 's case — also banks. 

Modernisation of kirana stores 
encourages the younger generation 
to stay in the family business. For 
example, G. Venkatesh, the son of 
Chennai grocer Ganesan has joined 
his father's business. What does 
Venkatesh, an MBA, think of the busi- 
ness? He says: "It is a good business to 
be in as long as you stay focused on 
customers. Our customers are loyal, 
and the proliferation of retail chains 
has not taken them away. This 
means we are doing it right.” 

The hand of kirana shops has 


"Traditional grocers have 


an edge over modern retailers in items such as grains and masalas, 


since they have better knowledge and sourcing ability” 
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inflation and modern retail chains. 
"Companies like Unilever and Nestle 
run promotional schemes at big-for- 
mat chains that attract the custom- 
ers, while we keep trying innovative 
methods to retain our customer 
base," he says. His strategy is e-com- 
merce, which he started in April. 

Malik is not part of the emerging 
network of kirana shops. consumer 
product companies and technology 
service providers. His business is 
among those who are modernising 
on their own, and who often find new 
ways to reach out to customers. 
Aggarwal Supermarket, a West Delhi 
store that works with Aaramshop. 
sends out offers to some 800 custom- 
ers via Whatsapp. 

For now, young kirana shop 
operators such as Ashar in 
Mumbai. Malik in Delhi and 
Venkatesh in Chennai, have found 
ways to keep up the personal con- 
nection with customers. Although 
the kirana business is healthy. the 
sense of business between a family 
and a family-run neighbourhood 
store may be under threat. € 
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Subhash Chandra, 63, has divided up his $3-billion 
empire between his two sons, Punit and Amit Goenka. 
That was the easy task. Growth's next. 

By ANAND ADHIKARI, AJITA SHASHIDHAR and MAHESH NAYAK 


I MEMEIMHMT 


hen asked to com- 
ment on speculation 
that he is hanging up 
his boots, Subhash 
Chandra quips: "I'm 
retired.” Sitting in his 
second-floor office in the busy head- 
quarters of the $ 3-billion Essel Group 
in Mumbai's posh Worli locality, 
group promoter and Chairman of its 
flagship, Zee Entertainment Enter- 
prises Ltd (ZEEL), says with a grin: “If 
you see my attendance register, | 
wasn t in office for eight to 10 days." 
The 63-year-old Chandra reveals 
that he has handed over the infra- 
structure business, with a portfolio of 
128,000 crore, to the younger of his 
two sons. Amit Goenka. Some inter- 
pret this move as settlement of the 
succession issue, as it clearly divides 
his business empire between his two 
sons. Elder son Punit Goenka has 
been managing the media and enter- 
tainment business since July 2008. 
In his conversations with 
Business Today, Chandra has gone on 
record for the first time about 
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division of businesses amongst his 
brothers, the absence of a holding 
company structure, the brothers 
holding majority stakes in their 
companies, and a host of other issues. 

For Chandra, who started out 
more than four decades ago, when he 
was barely 17, it is business as usual, 
but with fewer operational 
responsibilities. 

Chandra, who is of Marwari her- 
itage, began as a commodity trader in 
his family's business in Hisar. 
Haryana, in the late 1970s. He went 
on to start nine path-breaking busi- 
nesses. Two failed: the Indian Cricket 
League, and a satellite communica- 
tion business. "Seven survived and 
are doing well — not a bad ratio," he 
says, patting his own back jokingly. 

His image — neatly combed hair 
and a goatee — endures, as does his 
knack for spotting opportunity. Essel 
Propack, launched in the early 
1980s, was a path-breaking move (it 
is now the world's largest speciality 
packaging company). So was Asia's 
largest amusement park Essel World, 


also launched in the mid-80s. In 
1992, Chandra launched the 
country's first satellite television 
channel, Zee TV. Later, he broke the 
monopoly of state-owned 
Doordarshan to launch the first 
private news channel, Zee News. 

Chandra, who practises vipassana, 
is currently giving shape to his health 
and wellness business in the US. “It 
takes up 10-12 days of my time in a 
month,” he says. Dapper in a grey 
suit, with an Indian flag pin on his 
lapel. Chandra shows no signs of giv- 
ing up control altogether. 

“The media and entertainment 
businesses are in autopilot mode,” he 
says. “I only oversee to ensure they 
are going in the right direction.” The 
company’s vision for 2020 is to be 
among the top 10 global media 
houses, with a viewership of a billion, 
and 50 per cent of revenues coming 
from overseas. 

Chandra now happily pushes files 
to Subodh Kumar, who took charge 
as Executive Vice Chairman of ZEEL in 
February. Kumar, a former IAS officer 


For profile of Amit Goenka, go to F5 
businesstoday.in/zee-succession E 
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Handed over: Subhash 
Chandra (seated) with sons 
Amit (left) and Punit 

















Risk-taker: Chandra’s 
younger son Amit plays a 
big role in the organisation 


Amit Goenka 
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of the Maharashtra cadre, also over- 
sees education initiatives under Zee 
Learn since May 2013. Chandra 
says: “I intervene or give inputs only 
when I hear something from the 
ground." He says he makes it a point 
to attend all board meetings, though. 


Clear Roles 

Over the past decade, he has been 
increasingly focused on separating 
the roles of his brothers and settling 
the ownership structure within the 
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Essel Group. About eight vears ago. 
he gave independent charge to his 
younger brothers, Laxmi Narain 
Goel, now 61, Jawahar Goel, 59, and 
Ashok Goel, 52. Today, they all own 
majority stakes in their companies. 
Laxmi Narain owns and manages 
real estate, and film and gas distribu- 
tion. Jawahar has the media distribu- 
tion and direct-to-home businesses, 
and Ashok Goel looks after the pack- 
aging and amusement parks busi- 
nesses. “We own a small stake in each 
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other's businesses," says Chandra. 
The Essel Group presents a united 
lace, with Chandra as Chairman. but 
the businesses are clearly run inde- 
pendently. There is no holding com- 
pany. "The finances of each brother's 
businesses are also separate, but we 
help each other if someone requires 
any support, " 
Chandra, who founded almost 
every business that he has handed to 


he savs. 


his brothers to manage, has retained 
the biggest businesses, with revenues 
totalling $2.9 billion (around 
117.374 crore). His empire consists of 
media and entertainment. infrastruc- 
ture, education, health care, online 
gaming and gold refining. 

A year ago, he demarcated his 
sons’ roles without fanfare. Punit has 
the media business, and Chandra 
merged power and water distribution 
and infrastructure for Amit to handle. 
In a way. 
structure business to Amit has settled 


giving the young infra- 








the succession issue. Chandra's move 
is similar to what Bajaj Auto's Rahul 
Bajaj did six years ago — he gave the 
bread-and-butter auto business to 
elder son Rajiv, and the new financial 
services business to younger son 
Sanjiv. Chandra says he was not 
thinking about succession when he 
divided the roles. He adds: “But if this 
is the way it happens. then it hap- 
pens. Amit himself was interested in 
the non-media businesses." 


Rising Star 

While the media and entertainment 
business is cruising along with 
Punit at the helm, Chandra is 
grooming Amit to manage the non- 
media businesses. " Amit is more of 
a risk-taker and has a mind of his 
own, while Punit is someone who 
creates consensus and then goes 
with it," says their father. 

Amit, 37, has been dabbling in 
the non-media businesses right 
from the start. He worked for a few 
months under his father and, after 
completing his MBA, started off as an 
entrepreneur. In the early 2000s, he 
launched Cyquator Technologies. a 
web hosting and e-solutions com- 
pany, with financial support from his 
father. At that time, IT and dotcoms 
were attracting investors and high 
valuations. "Personally, I felt there 
were too many of them, but I didn't 
want to disappoint him,” says 
Chandra. The dotcom bust in 2001 
meant that Amit had to scale down 
Cyquator's expansion plans. 

The next stop was at Zee Learn, 
where Chandra had him do a short 
stint. In January 2002, the CEO of Zee 
Learn, which runs preschools, K-12 
schools, and training institutes for 
animation and media, decided to 
leave. That left the organisation of 
over 1,000 people without anyone at 








Learn only for seven to eight 
months,” says Amit. Zee Learn is now 
a %100-crore company. and scaling 
up is a challenge because of the non- 
profit nature of the business. 

In 2003, Amit moved to the Pan 
India Network, the group's online 
gaming and lottery venture 
launched in March 2002. He was 
interested in online gaming as it is 
technology-led. He built the Playwin 
business from 1650 crore in the first 
year to 13,500 crore in 2007. The 
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ness in 2011 with Essel Utilities. It 
first bid successfully for three cities - 
Gwalior, Ujjain and Sagar — in 
Madhya Pradesh. In 201 2, it grabbed 
the opportunity to acquire, Spanco, a 
Maharashtra-based distribution com- 
pany which was faring poorly. In 
next six months, Amit and his team 
made it EBITDA-positive. Essel Utilities 
also bid in other states, such as Bihar 
and Jharkhand. “We will have power 
distribution operational in five cities 
soon,” says Amit. In 2012. the busi- 


“In the next two or three years, growth 
from the international market should be 


consistent at 10 to 12 per cent" 





business — essentially state lotteries 
online — expanded to 14 cities. 

However, the online lottery busi- 
ness became saturated as many state 
governments started banning lotter- 
ies from 2010 on. Most of these bans 
were in states that generated high 
revenues, such as Haryana, 
Karnataka, Kerala, Tamil Nadu and 
West Bengal. Business is now limited 
to five states. 

Amit's entry into infrastructure is 
connected with the online lottery 
business. In 2011, Playwin was in a 
quandary because the bans resulted 
in a manpower surplus. Chandra 
suggested to Amit that he study con- 
sumer interface businesses. because 
of their synergy with lottery business. 

He also recalls telling his son: 
"There is no private-sector utility 
company. Why don't you get into 
that area?" Eventually, the group 
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ness model was expanded to include 
gas distribution and municipal solid 
waste management. 

Around 2008, the group entered 
the infrastructure business through a 
venture called Essel Infraprojects. 
which builds roads, power plants, 
sports complexes and special eco- 
nomic zones. Last year, Chandra gave 
Amit additional responsibility by in- 
ducting him into this business. With 
that, gold refining and utilities on his 
plate, Amit now plays a big role in the 
organisation. 


Infrastructure Game Plan 
The entry into the infrastructure 
sector preceded the utilities business 
by four years. Essel Infraprojects bid 
for a road project in Maharashtra, 
and then for state and national 
highways in Madhya Pradesh. 
Punjab, Uttar Pradesh and elsewhere. 
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for 30 to 35 per cent of the infrast- 
ructure portfolio. 

Chandra envisions a business 
that generates some kind of annuity. 
Amit says: “We are not into EPC. We 
are only looking at BOT, annuity and 
PPP projects.” (EPC stands for 
engineering, procurement and 
construction, BOT for build-operate- 
transfer, and PPP for public-private 
partnership.) Solid waste manage- 
ment is emerging as an important 
infrastructure segment. As with the 
media business, Chandra aims for an 
internal rate of return of around 18 
per cent to take on a project. “This is 
the threshold,” says Amit. 

Chandra says he expects the in- 
frastructure business to be sizeable in 
three to four years. The group plans 
to bid for Mumbai's second airport. It 
is looking at more than just organic 
growth — Chandra surprised the 
market with an unsuccessful bid on 
IVRCL, a Hyderabad-based infra- 
structure company, in March 2012. 

The infrastructure business 
faces many challenges due to the 
economic slowdown. Bigger rivals 
have already been affected by the 
economic slowdown, and issues 
relating to the environment and 
liquidity. The portfolio is highly 
skewed towards a single state — 
Madhya Pradesh. Chandra defends 
the company, saying it is not as 
focused on MP as it used to be. He 
says: “We have five road projects 
other than MP. Today, we have 
projects in Mumbai, Punjab, UP and 
in South India.” 

Chandra's interests in real estate, 
gas distribution and power 
generation overlap with those of his 
brother Laxmi Narain. The latter, 
with his two sons, manages Suncity 
Projects, a real estate developer, and 
Siti Energy. a gas distribution 
company. 

Chandra says, however, that the 
group is more interested in develop- 
ing properties for entertainment and 
tourism. Amit says Essel Infraprojects 
does not invest in buving land. 
"These are purely government-based 
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BIG OVERLAP 


Younger brother Laxmi Narain Goel's 
three existing businesses overlap with 
Subhash Chandra's future businesses 


REAL ESTATE: 
Chandra's projects include 
large commercial and 


park in Kolkata, and Asia's largest 
township in Hyderabad 
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GAS DISTRIBUTION: 
Chandra plans to enter 
the city gas distribution 
business 
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POWER: 


able energy portfolio of 
solar and hydropower, with 
plans for thermal power 


projects. There is no up-front invest- 
ment from our side in terms of acquir- 
ing the land,” he says. 

Essel Infraprojects is already in- 
volved in power generation. The 
brothers do have a non-compete 
clause that requires each to take the 
others’ permission before launching 
a venture. "We are seeking permis- 
sion and help from my brother Laxmi 
to do the gas distribution business,” 
says Chandra. 

He says the brothers avoid doing 
businesses that overlap. It 
complicates matters somewhat that 
everyone uses the Essel brand - 
similar to the Bajaj brand, which is 
used for everything from hair oil to 
motorcycles. Chandra concedes that 
some solution is needed to the brand 
issue. "We will think of putting it 
forward among the brothers," he 
says. 

Meanwhile, the focus is on ZEEL, 
the flagship. Chandra links the group's 
entry into the financial services 


residential complex in Bhopal 
city, redevelopment project in Mumbai's 
Bandra suburban area, media city and IT 





Chandra is building a renew- 





business with the earlier practice of 
using the ZEEL balance sheet. A listed 
company, ZEEL burnt its fingers for 
using surplus money for promoter 
funding. The stock market registered 
its disapproval. The group then 
launched Essel Finance, a diversified 
financial services company. “We are 
strictly not taking any money from 
ZEEL,” says Chandra. That is reflected 
in the company’s stock performance 
— it is up nearly 18.5 per cent since 
January 2013, compared with a 
15.4 per cent rise in the BSE Sensex. 
Its revenues in 2012/13 were 
13.699 crore, profit after tax was 
1718 crore, and reserves and 
surpluses stood at 13,8 16 crore. 

Chandra says the group is on 
the lookout for acquisitions. It re- 
cently bid $1 billion for 
Chellomedia, an international dis- 
tributor of channels, content and 
video services, but was outbid bv a 
rival who offered €1 billion. 

ZEEL, with 34 domestic and 33 
international channels. has set big 
targets for itself. In July 201 3, it 
adopted a tagline that signifies its 

global ambitions: Vasudhaiva 
kutumbakam, Sanskrit for "The world 
is my family". The company 
currently gets 11 per cent of its 
revenue from international 
operations. Its channels reach out to 
700 million viewers in 169 countries. 

ZEEL Managing Director Punit 
Goenka, 38, says he hopes that more 
than 50 per cent of the revenues of 
his business will come from interna- 
tional operations by 2020. "In the 
next two or three years, growth from 
the international market should be 
consistent at 10-12 per cent,” he 
says. 


Overseas Footprint 

The company’s international plans 
are in sync with its obsession for 
profitability. It has carefully chosen 
regions where subscription revenue 
is more important than ad revenue. 
“The average revenue per user in a 
country such as Indonesia is $20 per 
household, as opposed to $ 3 in India. 





making profitability higher,” says 
Punit. The company recently 
ventured into Indonesia with the 
Bollywood-focused channel Zee 
Biskope dubbed in Bahasa. The 
company already has a presence in 
Russia (Zee Russia), and plans to 
enter Vietnam soon. 

Even in markets such as West 
Asia and North Africa (Zee Alwan 
and Zee Aflam), where channels are 
free to air and revenue comes from 
advertising, the company airs 
content from its flagship channel, Zee 
TV, in the local language, or 
Bollywood content dubbed in Arabic. 
These channels do air chat shows 
featuring local anchors, but Punit 
says that for the time being, the main 
offering will be Bollywood content 
repurposed in local languages. 

Punit's mentor, Pradeep Guha, 
who currently heads 9X Media, says 
it is a brilliant strategy, “In TV, the 
more you can exploit your content 
across platforms and across coun- 
tries, the better. All international 
studios do this." So, if ZEE spends 340 
crore on satellite rights for a block- 
buster such as Chennai Express, its 
monetisation options are not limited 
to its flagship channel (Zee TV) and 
the two film channels (Zee Cinema 
and &Pictures) — it can also air it on 
its international channels. "This will 
help the company turn around 
faster," says Guha. 

Although both Star India and 
Viacom 18 have international opera- 
tions, neither offers channels for the 
local population in the country it is 
present in. Punit says his company is 
considering getting into South Africa 
and East Europe. "We are also evalu- 
ating whether Latin America and 
North America would be better to 
invest in." 


Still a Strong #2 


ZEE's bet on its international business 
is an attempt to break out of the ever- 
increasing clutter in Indian broad- 
casting. The company has not had a 
great run in the home market. The 
Zee TV channel, apart from taking the 











top spot for a week (in the Hindi gen- 
eral entertainment category ) thanks 
to Chennai Express. hasn't been able 
to challenge Star Plus for almost a 
decade. In the regional market, the 
network has a dominant position in 
most regions, but is constantly being 
challenged by later entrants such as 
Star India. Also, the acquisition of 
ETV has made Viacom18 extremely 
competitive in regional markets. 

The bigger worry for ZEE is 
English-language entertainment and 
sports. Its English channels — Zee Café 
and Zee Studio — are far behind rivals 
such as AXN and Star Movies. The 
sports business. with channels such 
as Ten Cricket, Ten Sports and Ten 
Action, is also bleeding. 

The rumour mill says ZEE wants to 
get out of sports but can't find a good 
valuation. However, Punit says he is 
committed. "It's a business we chose 
to be in, as it gets us a vounger audi- 
ence, which no other genre can." He 
says he is willing to lose money on 
sports, but not as much as rivals are. 
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He refers to Star India's investment ol 
14.000 crore just to get BCCI (Board 
of Control for Cricket in India) rights. 
The company is aggressive with 
niche channels such as Ten Golf. Zee 
Q (an education channel), and Khana 
Khazana (a food channel). Punit ad- 
mits that the company is losing 
money on these, too. "But they are 
gradually turning around," he adds. 
Guha of 9X Media says that while 
profitability has always been top pri- 
ority for Chandra, he also wants to 
build a diversified network. He says: 
"So what if 20 per cent of his business 
gives 80 per cent of his revenue: 
Subhashji has always wanted Zee to 
be synonymous with entertainment." 
While Punit takes on challenges 
in media and entertainment, and 
Amit handles non-media businesses, 
Chandra will spend time on the well- 
ness business, in which the group has 
invested $150 million so far. "This 
will be a $1-billion business in five 
years," he says. It will take him an- 
other year to establish it firmly. "Then 
I'll think of doing some other busi- 
ness." he says. "One thing at a time." 
The stability that Punit has 
brought to ZEE is reflected in its spiral- 
ling profits (3718 crore in 201 2/1 31. 
"He transformed it into a well-oiled, 
profitable business without compro- 
mising on quality," says Salil Pitale, 
Vice President at Axis Capital. a 
Mumbai-based brokerage. He adds 
that he considers ZEE the most profit- 
able media company in the country. 
Guha says Punit and Chandra 
complement each other well. 
"Subhashji is a visionary, but he is not 
a great implementer. Punit is out-and- 
out a people person. He's a go-getter. 
He knows how to get his team to per- 
form." Punit's colleagues in Zee con- 
cur. "The great ideas have always 
come from Subhashji. but he is difficult 
to approach. It's Punit who brought 
enthusiasm into the business," says a 
senior executive who has been with 
ZEE for over a decade. € 


@AnandAdhikari, @AjitaShashidhar, 
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"Amitis more of a 

risk-taker. Punit is 

someone who creates 
consensus 


ubhash Chandra, 6 3, has 
been a pioneer businessman 
in many ways — the first to 
enter into the satellite T\ 
business, and the first to 
and is still 
bubbling with ideas. He has quietly 
carved up the ownership of the Essel 





start an amusement park 


Group between himself and his three 
brothers, and gone further to provide 
independent roles to his two sons. Punit 
gets the media business and Amit, the 
infrastructure-related ones. He discusses 
his future challenges with Anand 
\dhikari and Mahesh Nayak. Edited 
excerpts from the interview: 
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Bubbling with ideas: 
Subhash Chandra in his 
office in Mumbai 





You carved up the family business 
amongst yourself and your three broth- 
ers some years ago. Is there a clear 
ownership structure for the brothers? 

We had a clear demarcation al! 
along, but in 2009/10 we sat down 
and we separated. All of us own a 
small stake in one another's busi- 
nesses. But each brother owns major- 
ity stakes in his own. There is no 
group holding company, but the 
brand can be used among the broth- 
ers. The finances of each one's busi- 
ness are also separate, but we help 
one another. My brother Jawahar 
Goel owns and runs Dish TV. Ashok 


Goel is managing Esselworld and 
Essel Packaging. Laxmi Goel has real 
estate, movie distribution and the 
mall businesses. But each one is free 
to do what he wants to do. 


Is there a non-compete clause in the 
agreement between the brothers? 

Yes, there is a non-compete clause. If 
someone is getting into a business 
where one of the brothers is alreadv 
present, we take permission [from 
that brother |. For instance, the utility 
company has the mandate to do gas 
distribution. We are seeking permis- 
sion and help from Laxmiji's com- 
pany to do business in gas distribu- 
tion. We have also written down that 
as far as possible we will avoid enter- 
ing businesses where one brother is 


already operating. 


Do you have real estate ambitions, a 
sector where your brother Laxmi Goel is 
already present? 

We are not that much into real es- 
tate. We will be developing a property 
besides Esselworld, but that would be 
more ol an entertainment and tour- 
ism destination. 


Your elder son Punit has been handling 
the media business since 2008. Now you 
have put your younger son Amit in 
charge of the growing infrastructure 
business. Was this done with an eye on 
succession? 

[I have] not thought from that angle, 
but if that is the way it happens, then 
it happens. Amit himself was inter 
ested in the non-media businesses. 
[Punit and Amit] are different from 
each other. Each has his strengths 
and weaknesses. Amit is more in- 
clined to take risks and has his own 
mind, while Puneet is someone who 
creates consensus among people and 


then goes with it. 


What are the main challenges of the in- 
frastructure business? 

The issues surrounding infrastruc- 
ture today are because of environ 
mental and other external reasons. 
Infrastructure companies are in a 
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stress situation. They have over- 
borrowed and profits are not there. At 
Essel Infra we have not gone that 
way. We are keeping a minimum 
profit in projects. I think Amit with 
his CEO make a good team. In three to 
four years, the infrastructure busi- 
ness will be a sizeable business. 

The way the whole thing started 
was we [thought we] should be in the 
consumer interface business. It 
started with the lottery business. My 
feeling is that there is no private sec- 


Essel Group - 





ness business in the US. It takes up 10 
to 12 days of my time in a month. 
However, I do oversee the media and 
infra businesses to see if they are [go- 
ing] in the right direction with a 
2020 vision. 


Will the infra business be bigger than the 
media one by 2020? 

It could become. The government 
has to put more emphasis on infra- 
structure. 


“In 5 years, our US wellness 
business will be worth $1 bn" 


| 


tor utility company in this country at 
this moment [so I thought] why don't 
you go into utility areas which is a 
consumer facing business? Then we 
said we will do power distribution, 
gas distribution and solid waste man- 
agement for municipal corporations. 

Roads started as a separate infra- 
structure company. At that time 
Amit was not handling infrastruc- 
ture. This [utility company] started 
afterwards. Amit was doing con- 
sumer facing business so I asked him 
to get into these types of consumer 
facing businesses. This is how he bid 
for some cities in Madhya Pradesh, 
came into Maharashtra, took an ex- 
isting franchise in Nagpur. We had 
already won a power supply project 
in Aurangabad. The company also 
won a water supply bid in 
Chhattisgarh. The projects are pro- 
gressing well. We will make the util- 
ity vertical into a separate company. 
At that time, Amit was not looking 
alter the infrastructure business. He 
showed interest in the infra business, 
so we merged the businesses. 


How do you divide your time between the 
two businesses — media and infra? 

Well. I do not spend any time in ei- 
ther of these businesses. The media 
[business] is on autopilot. Personally, 
I am handling the health and well- 
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Any plans to get into new businesses? 
The wellness business will take me 
one more year to settle. Then I will 
think of doing some other business. 
One thing at a time - that is what I 
have learnt. I have started nine new 
businesses in India. Two of them 
didn't work out — one being the 
Indian Cricket League and other the 
satellite project. Seven survived, and 
are doing well. Not a bad ratio. 


Tell us more about the health and well- 
ness business in the US? 

It is a 360-degree business. We 
started with a 24-hour business 
channel. Today, the TV station 
reaches 40 million American homes. 
We have our own website. On the 
channel. to get mass appeal we dis- 
cuss diabetes and other ailments. On 
the website, we discuss niche issues 
and personal issues. This is the sec- 
ond pillar of the wellness business. 
The third is the 24x7 helpline where 
people can call if they feel lonely. 
They call us to discuss their psycho- 
logical, relationship and health is- 
sues. We have trained staff which 
coaches them on how to cope with 
life. Then there is the fourth pillar — 
we sell natural products for skin and 
hair care. We give them ayurvedic 
herbal medicine, which we call self- 
optimisers. Then there is a fifth pillar 





- we are building a 250-room well- 
ness centre in New York state, based 
on nature care and ayurvedic princi- 
ples. It should open by the summer of 
2015. From there we plan to go to 
other countries. We have invested 
$150 million in this business. but if 
you ask five years from now. it will be 
a $1-billion business. 


How are you financing your infrastruc- 
ture business? 

There is promoter funding. We have 
put 1600 crore into the infra business. 
There is also quasi equity available 
from infrastructure development 
funds like IIFL. They give us quasi-eq- 
uity which is taken as promoter eq- 
uity for the project. There are couple 
of projects where we took third-party 
private equity investors to get funds. 
However, know that our projects are 
self-funded. We have borrowed at the 
promoter level long-term funding. 


What about your finance business? 

The reason we entered that business 
was because ZEE itself was sitting on 
a lot of cash. We had burnt our fin- 
gers in the past. ZEE is a listed com- 
pany and in the past we had taken 
money from ZEE for promoter use and 
that was not liked by the capital mar- 
ket and they punished us suitably. 
But now we are strictly following [the 
rule| that we will not be taking 
money from ZEE. But still, ZEE has 
plans to grow through inorganic 
growth and acquisitions, these will 
require funding. For example, we bid 
for an international company Chello, 
it's a Liberty Media company. We bid 
for $1 billion and somebody paid 
them €1 billion and we missed out. It 
[would have] fitted with our future 
plans on media business. 

Today, ZEE's return of treasury is 
six to seven per cent. The idea is if ZEE 
puts money in the financial services 
company it will earn better returns. 
Essel Finance will raise money from 
companies like ZEE. We are also raising 
a real estate fund. @ 
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Video interview with Cargill India’s 
Siraj Chaudhry at businesstoday.in/maize-cargill 
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iraj Chaudhry, Chairman ol 

Cargill India, is betting big on 

maize. The Indian unit of global 

agribusiness giant Cargill Inc. is 

investing 13425 crore in setting 

up a maize milling facility in 

Davangere in Karnataka thal 

will consume 300.000 tonnes 

of the commodity every year. "We will continue to 
grow in maize milling,” says a confident Chaudhry 

The plant, likely to be operational in June 2015. 

will produce feed for poultry and cattle, and foods suc h 

as glucose and maltodextrin, a source of carbohy- 

drates. Cargill India is also setting up a cattle feed plant 

in Bathinda, Punjab at an investment of 170 crore that 


in fine farm: Cargill India Chairman Siraj 
A ` will consume another 10.000 tonnes of maize every 


Chaudhry amid a brood of chickens, 
the main consumers of maize. Cargill is year. "The government of Punjab wants to encourage 
investing 7425 crore in a maize g maize cultivation. Our plant will give farmers the 

milling facility in Karnataka x : 





confidence to shift from paddy and grow more maize, 
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says Chaudhry. (Maize and corn are two names for 
the same grain-crop.) 

Indeed, the demand for maize is spiralling in 
India. Historically, demand for the grain has been 
driven by the poultry and starch industries. But with 
changing food habits, the demand for food additives 
derived from maize is also growing, says Chaudhry. 


Cargill India already handles one million tonnes of 


maize (nearly five per cent of domestic production. 
It exports around 500,000 tonnes and markets the 
remaining 500,000 tonnes locally. 

The India maize story has not enthused Cargill 
alone. In 2006, French company Roquette, a global 
leader in starch, acquired 14.9 per cent stake in 
Ahmedabad-based Riddhi Siddhi Gluco Biols for an 
undisclosed amount. Riddhi was the market leader 


in the Indian starch 
industry. In 2012, Roquette acquired control 
of Riddhi's starch business for 985 crore. The new 
company Roquette Riddhi Siddhi remains the biggest 
starch maker in the country. It is managed by 
Ganpatraj Chowdhary, the founder of Riddhi. 

"The demand for starch is strong and is growing 
at 10 to 12 per cent every year due to rising con- 
sumption in the food and pharma industry. We 
process around 600,000 tonnes of maize every year 
into starch and are exploring expansion options," 
says Chowdhary. The domestic starch makers to- 
gether consume about 2.6 million tonnes of maize 
every year. Maize starch. an excellent source of car- 
bohydrate, is a highly versatile industrial raw mate- 
rial and finds extensive applications in the textile. 
food, pharmaceutical and paper industries. 

Maize is preferred in poultry feed because of its 
easy availability. India has grown to be the fifth- 
largest egg producer globally and 18th-largest 
producer of broiler chicken. In the poultry feed in- 
dustry maize constitutes about 60 per cent of the 
feed and therefore is a critical raw material. Suguna 
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Poultry. the country's biggest broiler chicken pro- 
ducer, has a separate division to procure maize. It 
procures over 800,000 tonnes of maize annually for 
feed requirements. “Maize has greater calorific 
value, is rich in amino acids and has less toxins 
compared to grains like millet and broken rice,” says 
a company official. Wheat is better than maize as a 
feed but it is costlier by over 20 per cent, he added. 














An ICRA re- 
port last year projected 
an annual demand growth rate of 
eight to 10 per cent for the broiler and four to five 
per cent for the egg industry in the long run, imply- 
ing a rising demand for maize as a feed. 

At an annual production of about 23 million 
tonnes, maize is the third most produced grain in 
India after wheat and rice. Over the past 10 years, 
maize has been the fastest-growing grain crop in 
India. It has witnessed 56 per cent output growth in 
the period compared with 20 per cent for rice and 32 
per cent for wheat. The growth has been supported 
by an absence of government control widely seen in 
wheat and rice. The government, from time to time. 
has been imposing restrictions on the private pur- 
chase of wheat and rice and the exports of these 
grains are also regulated. 

Interestingly, maize is the most grown grain 
globally. “Traditionally, most maize went to livestock 
as feed but modern technology has helped it find new 
uses in food industry with animal protein and starch 
driving global demand today. International maize 
trade is now larger than the international rice 
trade," says Samir Shah, Managing Director and CEO 
at commodities exchange NCDEX. India is one of the 
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beneficiaries of the booming international maize 
trade. The country exported a record five million 
tonnes of maize in 2012/13, valued at 37.000 crore 
and is now the fourth-largest maize exporter after 
the US, Brazil and Ukraine. In the last five years. ex- 
ports have doubled. 

According to Shah. transparent pricing and 
grading — developing standardised quality for the 
trade of the commodity globally — have contributed 
in a large way to the growth of maize production in 
India. "NCDEX futures trading in the last decade 
helped develop the value chain and physical market 
for maize by giving advance price signals and allow- 
ing risk management." he says. Strong demand has 
driven average maize prices from 3711 a quintal in 
2007/08 to 11.326 in 2013/14. 

With its wide applications. maize is also referred 
to as the Queen of Cereals. It is estimated that nearly 
one-fourth of the stock keeping units in a modern 
grocery store contain maize in one form or the other. 
These range from toothpaste, detergent, paper. dyes. 
soaps to artificial sweeteners, fructose, etc. Maize 
also finds application in food containers, plastic food 
packaging, baby powder, diapers, medicine, vitamin 
tablets, textile products, candies and so on. Maize- 
rich breakfast cereals, cooking oils, snacks and 
popcorn have also become popular. Internationally, 
maize has been processed to produce bioethanol in 
a big way for blending with auto fuels. In fact, maize 
is the only cereal that has such diverse uses. 

Meanwhile, the government has appointed an 
inter-ministerial panel on crop diversification to 
help farmers look beyond paddy which consumes 
more water and fertiliser than maize. The agricul- 
ture price support policy of the central government 
is also designed to boost maize production. In order 
to incentivise farmers to diversify, the government 
fixed the same minimum support price — 11.310 per 
quintal — for maize and common variety of paddy in 

\ — 2013/14. Six years ago, the support price of com- 
mon paddy was 20 per cent higher than maize. It is 
also unique since it can be grown round the year 
though the bulk of production comes from rabi, the 
winter crop. 

Spurring maize production in the country is 
technological intervention in the form of hybridisa- 
tion. It involves crossing two genetically different 
plants to produce a desired seed that can grow high 
yielding plants. The area under maize hybrids is 
expanding every year and it is expected to lead to a 
surge in production. Cotton production in the coun- 

try, for instance, has grown by 160 per cent since 

2003/04 with the adoption of hybrid cotton seeds. 

In fact, maize is the first major cereal crop to benefit 

from hybridisation. 







For a story on the maize revolution in Bihar, go to 
www.businesstoday.in/maize-bihar 


But while Indian maize production has been ris- 
ing. there is still a long way to go — the country's 
productivity is less than half of the global average. 
The productivity in India is 2.5 tonnes per hectare 
against the world average of 5.5 tonnes. US, the big- 
gest maize producer, has a productivity of 10 tonnes. 
Currently, hybrids constitute only 
about 30 per cent of the area in India 
under maize compared with 85 per 
cent in the US. Directorate of Maize 
Research. a body under the ge 
Agriculture Ministry, estimates 
that the area under hy- 
brids will go up to 

























90 per cent by 
2050. "Maize production 
has the potential to double in the 
next ten years provided we keep our 
focus on increasing productivity and keeping 
markets open for exports," says Ashok Gulati, Chair 
Professor of Agriculture at Indian Council for 
Research on International Economic Relations. 

It is also important to ensure better price discov- 
ery of maize. "Maize is mostly grown by small and 
marginal farmers. Hence, improved price discovery 
and better realisation of crops become key in giving 
a push to maize production in India,” says Shah. 
Futures trading in maize is a step in that direction. 
NCDEX had launched maize futures contract in 2005 
with Nizamabad in Andhra Pradesh as a delivery 
centre. With the growing importance of Bihar as a 
maize producer it recently launched maize rabi lu- 
tures with Gulabbagh in Bihar as a delivery centre. 

B.K. Anand, Director and Business Head (Grains 
and Oilseeds Crush) for Cargill India, says maize used 
to be a subsistence crop for the farmers few years 
ago. “With the rising allocation of wheat and rice at 
affordable prices in the public distribution system at 
the central as well as the state level, farmers have 
moved away from maize consumption and it has led 
to a rise in the marketable surplus.” he says. Direct 
consumption of maize is expected to dip further with 
rising prosperity levels in rural India. € 
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Gold buying schemes offered by jewellers make little 
sense as investment options. By RENU YADAV 


Returns delivered by 
Goldman Sachs Gold ETF 
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old purchases are a ma- 
jor chunk of wedding 
expenses. With gold 
prices remaining high 
and showing few signs 
of coming down, various jewellers are 
offering monthly saving schemes 
through which people can set aside 
funds for buying jewellery. We look 
into the merits of such schemes. 


Golden handshake 
Gold-saving schemes work like bank 
recurring deposits. The investor de- 
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posits a fixed sum every month with 
the jeweller for a certain period, usu- 
ally a year, and at the end of the ten- 
ure gets a bonus, usually one or two 
instalment(s). Tamanna by Gitanjali 
Jewels and Golden Harvest by 
Tanishq are a few examples. "There 
is flexibility of purchase. Our schemes 
endeavour to make purchase of jew- 
ellery easier for all." says Sandeep 
Kulhalli, Vice President, Marketing 
and Retail, Jewellery Division. Titan 
Company Ltd. 

To see how these schemes work, 





consider an example. A person depos- 
its 32,000 every month for 12 
months and the jeweller pays an ad- 
ditional instalment. At the end of the 
tenure, he can buy jewellery worth 
126,000 (12x%2,000= 124,000 
*32,000 = 326.000). The gain per- 
centage comes at 8.33 per cent. Some 
jewellers, for instance PC Jewellers, 


pay two instalments as bonus, which 
amounts to a gain percentage of 
16.67 for the investor (see Competing 
Offers). On the face of it. it's not a bad 
deal at all. 

In some schemes, gold worth one 
instalment is credited to the investor's 
account at the end of the tenure. At 
that time he or she can buy jewellery 
equal to the gold accumulated. One 
example of such a scheme is 
Swaminidhi by Tanishq. It's a 
12-month scheme under which the 
investor can opt for fixed/flexible pay- 
ment options. In the flexible option, 
the investor can pay according to his 
convenience. 

However, in both cases, the mini- 
mum payment has to be 32,000 per 
month. Now, for example, a person 
starts investing in January 2014 and 
pays 15.000 as the first instalment. If 
gold is at 3500 per gm, 10 gm will be 
credited to his account. Now, if next 
month he deposits 110,000 and gold 
shoots up to 1550 per gm, his ac- 
count will be credited with 18.18 gm 
gold. If after a vear he accumulates 
100 gm gold in his account and 
prices rise to 600 per gm, he will be 
entitled to buy jewellery worth 
160,000. 

However, there is a catch here. 
He can buy only jewellery, whose 
price will include making charges as 
well. He will not get pure gold worth 
160,000. That is why such a scheme 


COMPETING OFFERS 


will work exceedingly well for inves- 
tors if gold prices are rising. But if 
prices fall during the scheme s tenure. 
the investor will lose. 

By making it easy for investors to 
buy gold, the jeweller is ensuring 
confirmed sales. on which he can 
charge a making fee, which can be 
arbitrarily decided and range from 
nine to 30 per cent of the value de- 
pending upon the design and brand. 
This reduces gains by a big margin. 
[Investors can't opt for gold bars and 
coins, on which making charges are 
much lower than on jewellery. 

Experts say these schemes don t 
make much sense as an investment. 
"These are not investment schemes. 
These are more like sales promotion 
schemes. The idea is to exploit peo- 
ple's basic need to buy jewellery." 
says Karthik Jhaveri, a Certified 
Financial Advisor. 

Besides, these schemes don t give 
the option of taking cash instead of 
jewellery. You have to buy jewellery 
for the full amount. No cash is paid 
even if you stop making payments 
mid-way. Also, jewellers deduct an 
administration charge in case of pre- 
mature closure of the account. 


Jewellery vs Gold ETFs 

Gold prices fell in 2013 but are still 
around 130,000 per 10 gm. So. if you 
are planning to buy jewellery, it 
makes sense to opt for such schemes. 


Returns on gold saving schemes versus bank recurring deposits 
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"These schemes help investors who 
are not organised with their finances. 
This prevents them from making fi- 
nancial mistakes such as taking à 
loan, etc, for buying jewellery." says 
Jhaveri. 

But those who are disciplined and 
want to invest in gold to benefit from 
the expected price rise should go for 
gold exchange-traded funds, or ETFs. 
offered by mutual funds, as they are 
more cost-effective. Gold ETFs also 
offer more flexibility as one can invest 
any amount. Besides. one gets direct 
exposure to gold. without any mak- 
ing charges etc. "If somebody has a 
long-term view on gold and wants to 
save for, maybe, a wedding a few 
vears down the line, ETFs are a low 
cost-alternative. The investor can sell 
the units at the prevailing gold price 
and buy jewellery from anywhere." 
says Suresh Sadagopan. an independ- 
ent financial planner. 

Also, in most gold saving 
schemes, investors buy gold at prices 
prevailing at the end of the tenure. 
They don't benefit if there is a fall in 
the price during the scheme s tenure. 
In ETFs, if the price falls. more units 
are credited to the investor s account, 
which he can redeem at the prevail- 
ing market price. Mutual funds also 
offer gold funds which invest in gold 
ETFs. In this. the investor can opt tor 
a systematic investment plan. € 

Courtesy: Money Today 
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India’s olive oil imports 
are steadily increasing 
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A growing 0 live Branch 


This Mediterranean fruit has begun thriving in Rajasthan 


By GOUTAM DAS 


120 BUSINESS TODAY May 25 2014 


ndia's new tryst in cultivation is 
with a plant that was first grown 
in the Mediterranean 8,000 years 
ago. Its branches were discovered 
on the tomb of Egyptian Pharaoh 





Photo gallery of Bakalia olive farm at Nagaur district, 
Rajasthan, at www.businesstoday.in/olive-farming | 


Basking in Sunshine 


Olive cultivation by Rajasthan Olive Cultivation Ltd, 
which initiated olive cultivation in India in 2008 







King Tut. The Old Testament narrates FARM: 
Barore FARM: 
the story of Noah. who after the flood, BasBisna fary: 
sent out a dove that returned with its 30 — Tinkirudi 
branch. Victors in the ancient Greek 3 
hectares 30 AREA: 


Olympics were crowned with a wreath 
made of its leaves; the Olympic torch was 
fuelled by the oil from its fruit. 

Until recently, India had little to do 
with olive cultivation. All the olive oil 
[India needed to use on salads. or to fry. 
bake and grill, was imported. In 2007. 
however, the Mediterranean plant fi- 
nally travelled to Rajasthan. The desert 
state now has seven large farms with 
74.064 plants. And this year, the first 
made-in-India olive oil could hit the re- 
tail shop floor. 

The story is intriguing, not the least 
because olives are mostly associated with 
Italy and Spain. How can you grow them 
in a state with a tropical dessert climate: 
It turns out you can, and the lessons 
came from Israel. 

In 2006, Chief Minister of Rajasthan 
Vasundhara Raje visited Israel and 
found olives being grown commercially in its desert. She 
came back and consulted scientists before deciding on a 
pilot plantation. The next year, the state government 
promoted a company in the public-private partnership 
mode. Rajasthan Olive Cultivation Ltd (ROCL) had the 
Pune-based horticulture company Finolex Plasson 
Industries and Indolive Ltd of Israel as partners. About 
112.000 plants were imported from Israel and the plan- 
tation completed in 2008. Flowering was observed in 
2011 - the first indication that olives could be grown in 
India. By 2012, many of the plants had started bearing 
fruit as well. 

"We sent some samples to Israel and labs elsewhere to 
find out the oil content in the fruit. It ranges from nine to 
14 per cent,” says Yogesh Kumar Verma, Manager at 
ROCL. A state government representative, he has been 
involved with the cultivation from its first year. The oil 
content of the olive in other countries varies between 12 
and 16 per cent. 


FARM: 
Lunkaransar 








——— 


TOTAL AREA: 182. Hectares 


"We knew we could make it commercially viable. The 
government then imported an oil extraction unit from 
Italy,” he adds. 

This year, ROCL is expecting about 100 to 150 tonne 
of fruit - enough to begin commercialisation on a small 
scale. "The oil is likely to be packaged as ‘Raj Olive’. We 
will do extra virgin and virgin oils only." Verma says. 

Both extra virgin and virgin oils are made by me- 
chanical processes and are not chemically treated. The 
permissible level of free fatty acids is higher in a virgin ol- 
ive oil compared to the extra virgin variety. 

Cultivating the Mediterranean plant in India was. of 
course, not easy. About four hours drive from Jaipur is 
Bakalia in Nagaur district of northern Rajasthan. ROCI. s 
farm here has about 1 3.000 trees, neatly planted in rows 
on near rocky soil. The trees are pruned to a cup shape 
— all the branches of the plant need to capitalise on the 
sunlight. In the middle of the farm is a tiny house from 
where both irrigation and fertilisation can be automati- 
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Fieldwork: Women workers at ROCL's Bakalia farm in Nagaur district 


cally controlled. The olive tree does not require much 
water but when irrigated, the water does need a specified 
salt content. The plants also require different nutrients 
at different stages. At one end of the farm is an auto- 
metrological station that gives out climatic data to be 
analysed. “Olive plants require chilling to flower and 
fruit — the temperature should be close to zero, or less 
than five degrees at night and the next day. the tem- 
perature should be less than 16 to 20 degrees." says 
Verma. If any of these variables go missing, the trees may 
not flower. In Bakalia, about 1.500 
trees disappointed with the plants 
shedding their leaves. 

What does domestic production of 
olive oil mean for India? The country's 
olive oil imports are growing at a fast 
clip — from about 14,000 MT in 201 3. 
imports are projected to shoot up to 
42.000 MT by 2025 as more and more 
Indians choose olive oil for its health 
benefits. Olives are rich in oleic acid. 
which can help prevent heart diseases. 
A deterrent to greater consumption 
has been its price — an imported one 
litre bottle of extra virgin can cost be- 
tween 1800 and 131.000. A domesti- 





14,064 


The number of olive 

plants across seven 

large olive farms in 
Rajasthan 





cally produced one can be cheaper. 

"The difference in my estimation would be 20 to . 
per cent — not as large as some people expect because wi 
do not have the economies of scale that Spain and Ital 
do." says V.N. Dalmia. Chairman of Dalmia Continental 
which recently sold its olive oil brand 'Leonardo to US food 
major Cargill. 

But others are more hopeful. Borges Group of Spain | 
one of them. Rajneesh Bhasin, Managing Director o! 
orges India, says he is observing the development in 
Rajasthan closely. "It is too early to 
say. But if there is an opportunity. wi 
can launch a locally-produced olive oil 
The land used by ROCL is subsidised. So 
the produce should be cheaper.” he 
says. Besides launching its own brand. 
ROCL may allow private companies to 
bottle and market its produce 

Rajasthan's trvst with olives and 
its success can now inspire more states 
to adopt cultivation of this tree, espi 
cially on barren terrain. That could 
have huge implications on the livel 
hood of people in the region. € 
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Is Winning Everything? 


LI 


Replete with examples, this book outlines the immense costs of extreme competition 





A Bigger Prize 
By Margaret Heffernan 
PublicAffairs 
Pages: 416: Price: $27.99 


itius, Altius, Fortius. The (Latin) 

Olympic motto for Faster, Higher. 

Stronger has pushed millions of 
athletes and sportspersons over the years to 
sweat it out for the gold. silver and bronze 
medals at this sports spectacle held every 
four years. Eventually, only a handful end 
up donning the national colours and a mi- 
nuscule among them make it to the po- 
dium. We celebrate the winners, but what 
about those whose dreams remain unful- 
filled? What impact does losing have: 

In her book, Margaret Heflernan argues 
that the ills of intense competition are 
showing up in every sport, as they do in 
every other walk of life, be it in education. 
in science labs or in the corporate world. 
"Doping is the biggest. most visible sign of 
sport gone wrong. But if winning is all that 
matters, then the huge costs of elite and 
professional sports — lost lives, shattered 
dreams, catastrophic injuries — can seem 
acceptable. Just like commoditised educa- 
tion: if the product. not the process. is all 
that matters, then the drugs and the cheat- 
ing are irrelevant," she says. 

"Extreme competition...is fundamen- 
tally anti-social. The desire to win rides 
roughshod over everything else," Heffernan 
savs, adding: "Cheating. corruption, sub- 
version, silence, disenchantment and the 
unwinding of the social fabric are not per- 
verse but inevitable outcomes of societies 
captive to the competitive mindset and the 
ephemeral pleasures of winning. Hyper- 
competitive people in particular are associ- 
ated with poor ethics, because, for them, 
winning is so critical." Heflernan's thought- 
provoking book is littered with convincing 
examples from real life on the adverse im- 
pact of competition. 

Competition is gnawing its way into 
the corporate world too. creating hierar- 


chies, stifling creativity, instilling fear. 
restricting dissent and compromising 
ethical standards. “In most organisations, 
full of smart people recruited and trained 
at great cost, the biggest problem is sur- 
facing the knowledge that they have.” 
says Heffernan. She adds that “the steeper 
the hierarchy, the harder it is to be heard. 
for knowledge to surface and for debate to 
take place. Instead, convergent thinking 
prevails, exacerbated by distance. fear and 
impotence”. 

So, what is the solution? Heffernan says 
it lies in collaboration. “Belief in the power 
of collaboration underlines some of the 
most successful organisations in the world 
today.” she says, citing global corporate 
success stories such as TechShop. W.L. 
Gore & Associates, Morning Star, FirstRand 
Bank, Eileen Fisher and Nucor, The two 
words that mark these companies are 
‘trust’ and ‘freedom’, she says. 

For Heffernan, the Apple success was 
not a one-man show by Steve Jobs as is 
believed. “When Jobs had outstanding col- 
laborators — Steve Wozniak at Apple, John 
Lasseter at Pixar, or Jonathan Ive at Apple 
again — his business thrived. But when he 
was on his own at NeXT, without the crea- 
tive conflict those brilliant peers offered 
him, his venture foundered.” 

Collaboration, Heffernan feels, can 
help solve “many of the most pressing is- 
sues we face today — climate change, anti- 
biotic-resistant diseases, the immense 
challenge of feeding a population of eight 
billion or more”. Working together in 
harmony must surely have its benefits. But 
competing is basic to human nature. 
which, many may argue, leads to excel- 
lence. The real issue may be how to strike 
a balance. € 

SARBAJEET K. SEN 
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6 Piramal 


Altisource 


CUCUMBER 


Jobs l 


Piramal Enterprises 

Senior Manager - Business Development 
Location: Mumbai 

Job ID: 14904299 

Description: Project managing business 
development agreements and grant 
applications in conjunction with a cross- 
functional team, including scientific and 
legal experts to ensure timely completion. 


Altisource Business Solutions Private 
Limited 

Senior Manager 

Location: Bengaluru / Bangalore 

Job ID: 15067547 

Description: Responsible for developing 
strategies and plans for BCP and DR at TIC. 


Cucumber Consultants 

Senior Manager (Commercial), 

Location: Vijayawada 

Job ID: 14985236 

Description: He shall take care of purchase 
activities of all Raw Materials, Engineering 
Spares, Coal , Propane etc., 


Intellectual Capital Hr Consulting 
Private Limited 

Sr Manager HR 

Location: Mumbai 

Job ID: 15008255 

Description: Determining and ensuring 
implementation of Standard Operating 
Procedures for the department. 
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Find Bette 


Tech Mahindra Limited 

Head - Aerospace Sub-Vertical 
Location: Hyderabad / Secunderabad 
Job ID: 14930923 

Description: Team Player, G 
Communication skills. Ability to ma: 
multi locational, Multi cultural teams. 


Thomson Reuters 

Head- Solution Sales- Tax & Accountin 
Location: Delhi 

Job ID: 14997447 

Description: Lead solution sales for Gt 
India, Tax and Accounting. 


Novartis Healthcare Private Limited 
Head- ERP COE 

Location: Hyderabad / Secunderabad 
Job ID: 14995270 

Description: Build up and lead the inte 
ERP Team in Hyderabad in accord 
with the ERP CoE Operating Model 
fully integrated with the overall Nov 
Hyderabad Hub framework. 


Amadeus Software Labs India Pvt. Lt 
Senior Project Management 

Location: Bengaluru / Bangalore 

Job ID: 14507235 
Description: Collect and aami 
inputs/assumptions and construct 
yearly budget working with Divisi 
VPOs in other Amadeus sites. 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box >> And click the "Go" butt 
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Holcim Services IMSI India Private Limited 
Consultant/ Sr. Consultant -JAVA Web Methods Developer 
ï Location: Mumbai Location: Pune 
‘Holcim | Job ID: 14984123 Job ID: 15054331 
Description: Build, Deployment - Proven Description: Looking for web method 
expertise in automated builds using ANT, developer with 3-5 years of experience. 
MAVEN. 
Amdocs Development Ciena Corporation 
Sr Information Security Analyst Principle Engineer - Test Automation 
Location: Pune Location: Gurgaon 
Job ID: 15063044 Job ID: 15022815 
Description: Risk assessment of firewall Description: Expert in analyzing, 
request, vulnerability reports, assess, troubleshooting and resolving complex 
recommend & prepare remediation plan to issues. 
fix identified high vulnerabilities/ risks. 
Virtela India Private Limited Sampoorna Computer People 
Software Developer Java Architect 
irtela Location: Mumbai sampce Location: Bengaluru / Bangalore 
Job ID: 15035267 one amesoma ssm Tob ID: 15067568 


EMC 


i information lives’ 


Description: Strong Experience (5+ yrs) in 
the Python language and debugging skills 
(e.g. pdb) on Linux. 


EMC Corporation 

Senior Software Engineer 

Location: Bengaluru / Bangalore 

Job ID: 14796397 

Description: Work closely with Product 
Management to define the requirements of 
new features and redesigns of existing 
features by the creation of use cases. 


SUNGARD 


Description: Very Good hands-on 
JAVA/J2EE technologies. 


Sungard Solutions India Private Limited 
Software Developer 

Location: Bangalore, Pune 

Job ID: 15003235 

Description: Day-to-day supervision of a 
blended team of functional designers, 
developers, testers, support staff. 


| apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box >> And click the "Go" button. 
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Known. 


On Facebook 


Manokam 

Junior Marketing Executive 

Location: Baroda / Vadodara 

Job ID: 15056826 

Description: Looking for Sales / Marketing 
Executive for one of our leading client who is 
in Residential Real Estate developing 
business. 


Karma Associates 

Sr. Marketing (ATL, BTL activities) 
Location: Nagpur 

Job ID: 14946749 

Description: Looking for candidates for the 
position of Sr. Marketing (ATL, BTL 


activities). 


Datamatics Staffing Services Limited 
Area Sales Manager 

Location: Ahmedabad, Pune 

Job ID: 14994668 

Description: Responsible to handle agreed 
sales projects for A and B customers WW or 
Mat and Making presentations, offers, 
contracts, fittings and start up of new 
customer. 


HINPA Incorporation 

Marketing Manager 

Location: Baroda / Vadodara 

Job ID: 14284242 

Description: Should have knowledge about 
local suppliers and increase sales directly and 
through the team. 


linc 


Orcapod 








Roland and Associates 

Deputy Manager- Marketing 
Location: Cochin / Kochi / Ernakula 
Job ID: 14964531 

Description: Assist in the preparati 
brand plan-marketing, quar: 
promotional strategy-input finalizatic 
input implementation plan. 


Orcapod Consulting Services Pr 
Limited 

Business Development Manager 
Location: Pune 

Job ID: 15070845 

Description: Looking for an experi 
sales professional from recruitment 
staffing industry, preferably catering 
client base. 


ABC Consultants Private Limited 
Online Marketing Manager 

Location: Bengaluru / Bangalore 

Job ID: 15035042 

Description: Create, Manage and Ex 
online marketing programs, Social M 
Marketing Programs, Search En 
Marketing Programs. 


Angel Broking Limited 
Relationship Executive 
Location: Bengaluru / Bangalore 
Job ID: 15075100 


Description: Looking for S; 


Better Connections 


al 


Connects people to Brands on 
the Most Active Social Network. 


Http://apps.facebook.com/beknown 


Professional with Fresher to 1 | 
experience in Equity Sales. 


> And click the "Go" but 


Get Lucky. Get Active with Monster. 
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Red Hat 

Team Lead, Accounts Payable 

Location: Pune 

Job ID: 14916645 

Description: 8-10 years of relevant 
experience, Bachelor's degree in accounting. 


Fidelity Business services 

Capital Market Operations 

Location: Bengaluru / Bangalore 

Job ID: 14927712 

Description: Associate must learn and 
process financial transactions on client 
database. 


Vitasta Consulting Private Limited 
Assistant Manager - Commercial 

Location: Mumbai 

Job ID: 15076098 

Description: Thorough understanding of 
commercial operations including relevant 
taxes, customer purchase orders or 
contracts. 


UnitedHealth Group 

Manager - General Accounting 

Location: Hyderabad / Secunderabad 

Job ID: 15055016 

Description: Collect, summarize and 
prepare schedule/backup for month close 
journals. 


it |ntegreon 


wim Capgemini 


monster 


Find Better.” 


Integreon Managed Solution India 
Private Limited 

Financial Reporting Associate 

Location: Delhi 

Job ID: 15070989 

Description: Producing standard reports 
based on the Bristol approved reports 
catalogue in accordance with the SOPs and 
financial reporting timetable, 


Exemplarr Worldwide Limited 

Finance Manager 

Location: Chennai 

Job ID: 15076375 

Description: Assisting the Manager in 
Balance Sheet & P&L Review, Assisting in 
Variance Analysis. 


Capgemini Business Services India 
Limited 

General Ledger(R2R/Fixed Assets) 
Location: Bengaluru / Bangalore 

Job ID: 15075165 

Description: Responsible for preparation 
of Journals as per Journals Schedule. 


2COMS Consulting Private Limited 
General Ledger Team Lead 

Location: Pune 

Job ID: 15034054 

Description: Looking for candidates with 
min of 3yrs of relevant exp into end to end 
General Ledger Accounting. 
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Lord Swraj Paul 


Chairman, Caparo Group 


Coming Home 


He does not run his businesses anymore. 
“But | know what is going on,” says LORD 
SWRAJ PAUL, 83, the India-born British MP 
and Founder and Chairman of the UK- 
based Caparo Group. He recently visited his 
birthplace Jalandhar, Punjab, along with 
son, daughter-in-law and grandchildren. 
“I told my grandchildren I will show them 
the schools and college where I studied and 
the house where I spent my childhood," 
says Paul, who also inaugurated a new 
institute at the Punjab Technical 
University, named after his late daughter 
Ambika, who passed away at the age of 
four. “It is good to come back to your 
hometown even though the visit is brief. | 
hope I live to come back again." 

AJAY MODI 


SHEKHAR GHOSH/Wwww indiatodayimagesveo : 


: z Video interview with Lord Swraj Paul at 
: MAI | > s f 
FSQ-BUSINESS TODAY May 25; 2014 www.businesstoday.in/paul-caparo 
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Video of Jorge Cauz on his new online policy at i j 
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Cause it Is 

is a consultant at AT Kearney 

US clients came to him with con 
questions but JORGE CAUZ wa 
destined to be the go-to guy lot 
much bigger audience. He end: 

up at Encyclopaedia Britanni 

the most bookmarked source ol 
knowledge lor school £gOers L 
grandparents in a pre-Internet 
Cauz, President of the compan 

will be remembered as the persot 
who in 201 2 ordered the shutting 
down of the 32-volume print edition 
of Encyclopaedias. But, he had 
prepared the company lor the 
inevitable transition. "For a tev 
vears [before closing the print 
edition]. we had flat growth, Cauz 
visiting New Delhi. says. whk 
meant print revenues were là 
but were being compensated h 
rising digital revenues. “I was happ 
we had flat growth," he grins. Next 
he intends getting back 
Encyclopaedia Britannica to prime 
in a world that is more familiar with 
Wikipedia. That's a nice cause — and 
opportunity — for a brand a quartet 
of-a-millennium old 
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Style for the Masses 


He has achieved enormous success as a Bollywood costume designer. And now 
MANISH MALHOTRA, 48. is focusing on his diffusion line of clothes and accessories, 
meant for those who want to look stylish without spending too much money. “In the 










last three years people are looking beyond movies and at our work,” says Malhotra, 
who clocked in an annual turnover of 3108 crore in 201 3/14. “It is one of the highest 
turnovers of an independent designer.” he adds. Malhotra is also targeting the global 
market now, what with the recent launch of his ecommerce website. 

ARPITA MUKHER]EI 
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Look West Policy 

SUBRATA DATTA s wants to make Fabindia the country's leading 
lifestyle departmental store brand. "We don't want to be just 
known as a niche kurta company. In fact, we recently did a survey, 
which showed that a lot of our consumers look at us as a 
departmental store brand and not as a niche ethnic wear brand,” 
he says. He sees no reason why a Fabindia shirt can't be as much of 
a style statement as a kurta. The 11,000 crore company's recent 
launch Fabel, its western wear brand, is a move towards making 
the company as well known for western wear as it is for its ethnic 
wear. Datta also plans to set up exclusive Fabel stores later this 
year. "We are extremely proud of our image as a kurta company, 

- but one needs to diversify in order to grow," he adds. 

AJITA SHASHIDHAR 


indiatodayimage 
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Entrepreneurial Run 
VISHAL BALI, 45. embarked on his entrepreneurial 
journey on April 23, just about 200 days after he lefi 
Fortis Healthcare as Group CEO. Along with friend 
Ferzaan Engineer, former CEO of Quintiles Transnational 
in India, Bali launched Medwell Ventures, a pan-India 
health care delivery platform. Bali has also joined leading 
global private equity fund TPG Growth as its Asia head foi 
health care. "The Medwell venture is driven bv the need 
to follow my entrepreneurial passion for health-care 
delivery and joining TPG Growth is driven by a need to 
look at career continuity in a larger geography of Asia 
in this space," says Bali, a long distance runner 
who has participated in the Bangalore Marathon ever 
year. Prolessionally too, he seems to like marathons 
stints, given that this is his first career switch afte 
24 years. It was in 1990 that he joined Wockhardt 
hospital as a management trainee. Bali became a Fortis 
employee after the hospitals he was involved with were 
acquired by Fortis four years ago. 

E. KUMAR SHARMA 


-— —— 
Why Bali took to running marathons - video at 
www.businesstoday.in 








New Codes 


SUDHAKAR RAM, head of 
Mumbai-based Mastek. one of 
India's oldest software 
companies, is now also a regular 
blogger (http://www. 
thenewconstructs.com/) and 
author. In his new book The 
Connected Age. Ram argues that 
India can take the lead in a new 
wav of working. creating 
businesses and running them. 
The thought stems from the fact 
that every panwalla and 
— — | cigarette-seller is a businessman. 
a ciu oe — —— Ram says this entrepreneurial 
p | | instinct can be used to create 
—Ó new models of working within 
organisations, especially small 
software companies which do 
not have strong legacy issues. He 
is currently implementing a 
structure in Mastek. where the 
junior ranks, the people who 
actually write code. feel 


ft. empowered. 
Video interview of Subrata Datta at 


| WWW. businesstoday. in/ latta-fabindia | 
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Opportunity in Chaos 


With the introduction of the new 
Companies Act, auditing in India is 
expected to undergo tremendous change. 
PHILIPPE CASTAGNAC of global auditing 
and advisory firm Mazars sees an 
opportunity in the chaos. “Our profession 
| eg going through changes with auditor 
rotation coming in. We see that as a big 
—— — opportunity to grow,” says Castagnac, an 
avid golfer, who started his career as a 
junior auditor 36 years ago. Mazars, 
which is present in 72 countries, has 
grown about four times in India in the 
past seven years. "Since last year, we 
have introduced two new innovative 
practices in India — human rights auditing 
and corporate social responsibility 
auditing," he adds. 
MANU KAUSHIK 


How the rotating auditor rule will hit companies at 
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The all-new 
BMW X5 
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THE ALL-NEW BMW X5. NOW IN INDIA. 


The all-new BMW X5 will take you around the city and beyond in exceptional luxury. Its — 2 
suspension package provides you with unparalleled comfort even while you travel ¢ b h. Its 
design sets new standards in style and its supreme versatility makes light work of ar 
the intelligent BMW xDrive four-wheel drive system to give you the ultimate driving ple 
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TIME. 
THE PERFECT GIFT FOR THE MAN 
WHO TAUGHT YOU TO APPRECIATE 
THE RARE THINGS IN LIFE. 


JOHNNIE WALKER PRESENTS DATE WITH DAD. AN OPPORTUNITY TO PUT THE WORLD 
ASIDE FOR THE MAN WHO MEANS THE WORLD TO YOU. SHARE WITH US A MEMORABLE 
MOMENT YOU VE SPENT WITH YOUR DAD AT DATEWITHDAD.CO.IN AND 
THE TWO OF YOU COULD GO ON AN EXTRAORDINARY TRIP TO BEIJING. THE PERFECT 


WAY TO CELEBRATE THE RARE RELATIONSHIP YOU SHARE WITH YOUR DAD. 


JOHNNIE WALKER 
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with our Audio Conferencing solutions 


Empower your teams to collaborate, exchange data in real-time, take informed decisions faster and do a lot 
more. Backed with plug and play add-ons, superior network and support, our solutions offer you an exceptional 
conferencing experience. What's more? Now enjoy full control with our unified conferencing portal. 


To know more, mail us at inessq@in.airtel | or visit 
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Capture a split second and make it last forever with Fast Auto Focus and preview 
moments that look as real as what your eyes see with HDR Rich Tone. 


My Life powered by 


Samsung GALAXY G 5 


Available in: Electric Blue | Copper Gold | Shimmery White | Charcoal Black 


Available at EXHI and all other leading mobile stores 








^ 
^ 
^ 
- 
B 


TAE LAN ee er AGS OTE OT, EL. RS 
Ta YR v. 1 1 ! "T et LC 02128 , 


bc TL ee Cede nee tog oe fee 


; Law 12 


NAA, 
Jy "f 




















. c T t ! | , by 0225 | 
* €. Or ee) WS UL Umum t, Er CAS ON » € eov ot 
FIN s dT : i MT y Dis 
ek J ' , è e , " " , Nr qum 

"^ bow. Aa , " P ‘g ' J Fa. Aud diu o. T. 





Uu , e € 
= 
T à / III /5:0 33008 000 REDDE. - f] 

EX e 1260095020200 UID» o M . 
TC ORR bis ° 3 i 

SoS Gummi: . ? 

dc AD DEN < hae a 

+ e L4 


13009 "ODDS: 


f A 
^ J , LAT eae 
OON OTRA TUA V f 

2 Tn "T AD * 
"X 


g 






Ivi 


ZO TAL 
: b 


Visit 


*Premium SMS har jt apt 


and conditions apply: Product images. features, specifications shown here are for representational purposes only, the actual product may vary 


SIMPLY CLEVER 





MICRO " 
TAE $ "-— 
Q 


F 
kx * 
d " 
an E. Ser 
` — 4 


x * rus hi -o — 
MEI LCOS ATERI PE — TEN E 
= WS SO SESE Oe Ce T 


PY SEED 


a ie Rr p di 


Cas 


^ ^ ! * -— - - d 1! n i * x . s 
S > * pt ree i s rity ae , ] — S hs n f TES "i = ad : 
x J dq e 42 Tsg > - r2 | ek E F 
: J: : : PIIQ IAE ` = ? — — — 2S, m a 
- -4 F "A r4 = * T P E à r. — E = ~ - ; * 
CE TUS nee ISI = : o> Si oe kee IT TS D es j i n =f 
ee r —— : — — -1 ori —— —z—— a -— — » ‘ a — 7 
L " - e = - a us ó » tm Ay > m : - - — 
E a = p” E c 
— — y = = , — - A 


GET COMFORTABLE. 





Settle back into the plush seats of the new SKODA Superb 
Turn on the music, stretch out and relax to the tunes of your 


favourite composer while the world does what it does best. 
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FROM THE MANAGING EDITOR 


Infosys Needs a Modi 


e need a Modi.” This is how an Infosys executive climbing the com- 

pany's middle ranks summed up the leadership vacuum at the once- 

feted software services firm. Bangalore's most famous employer is 
struggling with exits at the top level as Co-founder and Chairman N.R. Narayana 
Murthy tries to pull the company out of the hole it is in. With the latest departure 
of a top internal contender for the CEO position, which falls vacant before or by 
January 9, 2015, Infosys could be ready for an external CEO hire — an option that 
Murthy would have shrugged off some time ago as not part of the company's 
DNA. The landscape has changed dramatically over just six years. however. 
Rivals such as Tata Consultancy Services and Cognizant have grabbed bigger 
shares of the offshored tech services market than Infosys. Like N. Chandrasekaran 
and Francisco D'Souza, Infosys, too, needs an energetic and smart leader. When 
he took the TCS CEO role, Chandra, as his colleagues call him, was 20 vears 
younger than predecessor S. Ramadorai. At 16 years, the age gap between 
D'Souza and Lakshmi Narayanan was less but not small. Both Ramadorai and 
Narayanan were capable leaders and delivered growth in their respective com- 
panies. Still, it is almost as if their young successors got jet packs strapped on to 
the companies after taking over. Insiders talk about the 
change in energy levels at the top, quick decisions, ex- 
panded bandwidth. and an openness to experiment. 
(Don't forget they don't run small outfits; TCS's revenues 
are about the same as Assam's state domestic product.) 
Infosys could use some of that mojo. Murthy and the 
Infosys board will make as best a choice for the next CEO 
as possible. But one thing is essential to increase the odds 
of that selection working: Murthy should completely exit 
the company this time. I know how gut-wrenching it will 
be for Murthy — he's often called Infosys his middle child 
(he has a daughter and a son) — to do that. Even so, ex- 
cept for a brief transition period, he should cut all ties with the company. includ- 
ing giving up his Chairman Emeritus office in the heritage building on the 
beautiful Infosys Bangalore campus, once a new CEO checks in. He is too big a 
persona for Infosys not to get distracted by. To be sure, Murthy's exit will only be 
a necessary and not sufficient condition for Infosys's comeback. 

In 22 years of Business Today's existence (13 of them as the market leader by 
readership), it is for the first time that we are putting the same person on our cover 
in consecutive issues. Narendra Modi represents a new leadership settling in fine 
at New Delhi, early hiccups notwithstanding. Like any other new leader, he's 
hungry to prove himself and has hit the asphalt running. He's in office unusually 
early (throwing out of gear processes in New Delhi's power corridors), is setting 
clear expectations of his team (he told his Cabinet colleagues to come up with 
achievable 100-day targets, the output of which would be measured), is clear he 
will do what it takes to get his team going (changing the rules to get a principal 
secretary of his choice), and is not stepping back from initiative (inviting Pakistan 
PM Nawaz Sharif for the swearing-in) or imagination (merging ministries in one 
form or another). He intends going for the jugular, clearly. How he takes 1.2 bil- 
lion Indians along on decisions that may seem right only to the Hindu right will 
decide how good he makes his statesman ambitions. That. in turn, is a function 
of how coachable he is, as I argued in my last letter. Sixty-three is not voung but 
that makes Modi 18 years younger than predecessor Manmohan Singh. For a 
nation whose citizens are clustered around a median age of 27, the new Indian 
Prime Minister looks like he means business. To deliver on that promise, Modi has 
first several legislative cobwebs to remove. A team of Business Today writers shines 
the light on the tough task ahead (starting page 40). All the best, Mr PM. 


Sa 
josey.john@intoday.com 
@joseviohn 
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Winning the Cup 
Having won the “Gujarat Cup” 
three times in succession — a hat- 
trick scored purely on the plank 

of development, BJP captain 
Narendra Modi has now deftly 
managed to win the prestigious 
“India Cup” in style by a thumping 
margin that has completely deci- 
mated the Congress ( Modi India- 
fied, June 8). Earlier, many felt that 


Re | Letters to the Editor 


only Indian cricket captain 
Mahendra Singh Dhoni could cre- 
ate and repeat a miracle. But now 
this mindset has changed: there 
are others too, who can make 
history. But the ball is now in the 
BJP's court. The party, under the 
pressure of expectations, will have 
to perform exceptionally well to 
justify the faith of the electorate. 
Srinivasan Umashankar, Nagpur 


Tough Job 

Since Narendra Modi is now fully 
accountable to the citizens of India 
(Modi India-fied, June 8), his party, 
the BJP, must present a periodic re- 
port, say monthly or quarterly or 
half-yearly on the promises it had 
made and the action taken on 
them. This should be put together 
under the guidance of a responsi- 
ble person. This report must be 
made public.This way there will be 
a check not only on the BJP, but 
also on all of its machinery. A 
mechanism must be evolved to 
deal with the grassroots-level 
problems of common citizens. 
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- Nivas Bharathi 


Mumbai pizza delivery drone crashes into security hurdle. 
In Saudi Arabia, it's successful. They use camels to deliver on time in the desert. 


- S.K. Singh 








WRITE TO: 

The Editor, Business Today, India Today Mediaplex, 
FC-8, Sector 16/A, Film City, Noida-201301. 

Email: letters.bt@intoday.com/editor.bt@intoday.com 
Website: www.businesstoday.in 

Unsolicited articles will not be returned 

or acknowledged. 

Business Today reserves the right to edit letters 

for brevity and clarity before publication. 
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Arun Jaitley seeks meeting with state FMs for GST push. 
Definitely, it is a good step for all businessmen. 


Jet Airways reports record $366.5 million quarterly loss. 
Jet Airways has never made any profit. But it is quite 


move upward. - Rajat Chowdhry 


SEBI clears Diageo's open offer worth 711,448.91 crore for USL. 
It's unfortunate for Vijay Mallya. For the "D of his empire, the credit mosty 
oes to his son and the inefficient advisers. 
e believes in: "You need to be gutsy; you need to have fire in your belly." 





its share prices sometimes 


may bounce back soon, because 
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Customer Care, India Today Group, A-61, 
Sector-57, Noida (U.P.) — 201 301 
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Hope the Modi government is 
ready to tackle this tough job. 
Mahesh Kapasi, New Delhi 


MF Future Bleak 


The package on Indian mutual 
fund market (June 8) was quite 
analytical. The stories featured 
point out very well how survival 
in the fund market has got tougher 
and how the functioning of funds 
Is becoming more process-driven. 
Even though the future of the 
funds' market looks bleak, it is not 
impossible to figure out what the 
problems are and fix them. 
Abhinav P., New Delhi 


Stability Overrated 
The UPA provided a stable govern- 
ment. But its performance proved 
that the oft-uttered view "A stable 
government will rid India of its 
economic woes" (May 25) was 
wrong. We need a stable govern- 
ment but it should also have vision 
and provide good governance. 
Jacob Sahayam, Thiruvananthapuram 


Send all your comments to: editor.bt&intoday.com 
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On Their 
Own Feet 


Why some entrepreneurs delay 
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18 | Quick takes on 
major events 





22 | Brimming with Hope 
Corporate leaders expect the 
[ndia growth story to make a 
strong comeback under the 
new BJP-led government, finds 
the latest BT-C fore survey 


26 | Health Draws Wealth 
Why health care has become a 
| preferred sector for PE firms 
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38 | Growth, Not Inflation, 
Should Be Modi's Priority 


85 | Back Office at the Forefront 
Capgemini took a little time in adopting India as its 
global hub for offshoring but is now going full throttle 
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90 | Writing a New Prescription 
Aurobindo Pharma shifted its focus from 
basic ingredients to finished drugs over the 
past few years. It is now moving further up 
the value chain to boost profitability 


96 | Going Up in the World 
Textile exports did well last year. 
growing by more than 15 per cent 


106 | It All Ads Up 
SilverPush's technology 
lets advertisers reach the 
consumer on multiple 
devices. It could disrupt 
digital advertising. but 
will face stiff competition 
from global pioneers 


HBR EXCLUSIVE 

112 | How Netflix Reinvented HR 
Trust people, not policies. Reward 
candour. And throw away the 
standard playbook 
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BOOKEND Begin Afresh 


Sleeping with the Frenemy 
A meticulously detailed account of the A new government has been sworn in. A look at some 
uneasy Sino-Indian relationship | of its pressing challenges. 
|  businesstoday.in/ 








PEOPLEBUSINESS 


LEADERSPEAK What industry wants from the new government. 
| Kazutada Kobayashi businesstoday.in/ 


President & CEO, Canon India 
If | were PM: B-school students speak out 
businesstoday.in/ 


Dinesh Narayanan provides pointers to what to 
expect from Narendra Modi 
businesstoday.in/ 
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mI IMPACT rar 
From time to 
time, you will see pages 
titled “An Impact 
Feature" or 
" Advertorial" in 
Business Today. This is 
no different from an 
advertisement and the 
magazine s editorial staff 
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creation in any way 
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Embrace of Titans 
How the merger between e-tailing giants 
| Flipkart and Myntra happened. 
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PERSPECTIVES 


No More Comfort Factor 
Anand Adhikari on what the relationship 
between RBI Governor Raghuram Rajan and 
the new government will be like. 
businesstoday.in/newgovt-rajan 


Short-sighted Provision 
The clause in the new 
Companies Act requiring 
companies to change their 
auditors every few years may 
have unintended adverse side 
effects, says Manu Kaushik. 


businesstoday.in/ 
companiesact-auditors 


Winning Through Diversity 


COLUMNS 
and Inclusion GADGET REVIEWS 
3 Santhosh Babu regrets the businesstoday.in/gadget-reviews 
way many professionals 
i conceal their true selves at 
the workplace and urges 
companies to encourage a 
diversity. 
businesstoday.in/ LG G3 
buddhaintheboardroom lhe new flagship 


smartphone from LG ts 
vet to reach India 


The Liberal Start-up 
Experience 

Jairaj Bhattacharya 
shows how his grounding 
in the liberal arts helped 
him as an entrepreneur. 


businesstoday.in/ 
arts-bhattacharya 


Plantronics Voyager 
Edge 

\ smart headset 
though its design isa 
bit outdated 





Samsung Gear 2 

The company's new 
smartwatch is better 
than its predecessor bui 
" n the price of 322,900 
Setting the Expectations still isn't justified 
Abhishek Agrawal explains 
how MDRA conducts its 
annual ranking of B-schools 
for Business Today. 
businesstoday.in/ 
bschool-agrawal 





DEEP DIVE 


Rewarding Shareholders 

Raj Ramachandran points out the significance of a 
recent notification by the Reserve Bank of India 
allowing issue of non-convertible debentures or 
preference shares by way of bonus. 
businesstoday.in/shareholders-ramachandran 


Start-up Today 

Taslima Khan on Crayon Data, 
the Chennai- and Singapore-based 
start-up, which was declared 
winner at the TieCon 2014 
contest in Santa Clara, US. 
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THE TWEET THAT WASN'T 


(a; Mittu Chandilya exciting plans for 
airasia Indian. Whatever Indigo tries 

to do to stop us it just makes us stronger 
and smarter. Well done” 





With this tweet, one thought, AirAsia 
head Tony Fernandes was going to 
usher plainspeak into Indian 
corporate circles. But, says The 
Economic Times, the post 

was later taken off. 
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DEAL DALLYING |. THE SNUB CONTINUES 
















Tata Communications, known as 


n | The Supreme 
VSNL until Tata Group acquired 


Court, on May 






it as part of the government's 22, declined 
disinvestment process in 2002, N. Srinivasan's 
sold its 67 per cent stake in South plea to be 
African company Neotel for reinstated as 
$680 million. That is a lot of money, ji BCCI president 


but what created the louder buzz was that \7 
the buyer happened to be a unit of 
Vodafone. Immediately, the rumours 
that the Cyrus Mistry-led Tata 
Group is looking to sell its p 
telecom operations in India to. io. 
Vodafone found a few more PM 


believers. But it won't be easy. Tata's 


for non-IPL affairs. 
Srinivasan had sought urgency in 
the case since, by the time the 
court heard the case next, which 
would be September, his term 

as BCCI president would be over. 


telecom portfolio has two listed companies. 
In one of those — Tata Communications — 
the government still owns 26 per cent. 


30 MINUTES OF FAME E 


Step aside Vinod Mehta. Another 
Lucknow boy - Qaiser Ali, aged 19, 
can claim that title with more 
credence - shot to fame by 





Malala is shot in the head, tumbles, bounces back to win the peace . — becoming the owner of the Twitter 
Nobel. Booted out, Steve Jobs bounces back to become a corporate icon. : . handle @PMOIndia on May 20. 
Mahatma Gandhi is thrown out of a train, but bounces back to become . — Alas, his pride and joy lasted all of 
Father of the Nation. Each bounces off a mattress, a Kurl-On mattress, as : half an hour, before it was claimed 
depicted in advertisements made by Ogilvy & Mather. “Crass,” said some. : A back. But you may not have heard 
"Offensive." cried others. The question is, is this the latest outbreak of : the last of Ali. He runs his own 
scam ads? The last big one was the Ford Figo series made by JWT India, : . Social network with 15,000 users 
which went on to claim three heads in the agency. including that of : . and plans to launch a dating app. 


creative head Bobby Pawar. : Bigger things have started smaller. 
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POWERFUL, AFFORDABLE AND 
SIMPLE TO USE. 


Presenting Samsung Multifunction Xpress M2876FD/ND 
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D FAST PRINTING 

With great speed of up to 28 pages 
per minute, now you can save time 
by printing even complex documents. 
Powered by a powerful 600 MHz 
processor and 128 MB of memory. 
The Samsung Multifunction Xpress 
M2876FD/ND is powered by 
Automatic Document Feeder as well. 
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> available a wide range of printers to meet different business requirements. 


imum one year warranty on all Samsung printers. 
nore information, write to sales.enquiry@samsung.com 





UPFRONT M 


News Digest 





Prime Minister Narendra 
Modi's Principal Secretary, 
Nripendra Mishra, hogged 
the limelight when the new 
government resorted to its 
first ordinance, skirting a 
Telecom Regulatory 
Authority of India clause, to 
bring him into office. Like 
his master, Mishra is a hard 
taskmaster. 


The economy grew 4.7 per 
cent in 201 3/14, marking a 
second straight year of 
sub-5 per cent growth — 
the worst slowdown in more 
than a quarter of a century. 
The data was below an 
official estimate of 4.9 per 
cent annual growth and 
compared with 4.5 per cent 
in the last fiscal vear. 


However, in a breather to 
the new government, the 
current account deficit 
narrowed sharply to $32.4 
billion, or 1.7 per cent of 
gross domestic product, in 
2013/14 from a record high 
of $87.8 billion, or 4.7 per 
cent, the year before. A 
sharp fall in gold imports 
due to restrictions on 
overseas purchases and 
muted imports of capital 
goods helped shrink the 
current account deficit. 


Online retailer 
Flipkart has acquired 
fashion portal Myntra, as 
it prepares to battle with 
the rapidly expanding 
India arm of the global 
e-commerce giant 
Amazon. And Flipkart, 
led by CEO Sachin 
Bansal, may not be done 
yet. The company raised 
$210 million from 
Russian investment firm 
DST Global, which has 
also invested in 
companies like 
Facebook, Twitter and 
Alibaba Group. 





The new government 

will restructure the 
United Progressive 
Alliance's flagship 
programme Mahatma 
Gandhi National Rural 
Employment Guarantee 
Act by linking 
employment with 
development in rural 
areas and rigorously 
implementing the new 
land acquisition law, 
according to Minister for 
Rural Development 
Gopinath Munde. 


General Motors will 

start exporting 
vehicles from its 
Talegaon plant near 
Pune in the second half 
of 2014. GM was one of 
the few global carmakers 
that was using its India 
plant only for the 
domestic market. GM 
India sales dropped eight 
per cent to 80,890 units 
in 2013/14 from 88,150 
units the previous year. 


Google has overtaken 

Apple as the world's 
top brand in terms of 
value, according to 
global market research 
agency Millward Brown. 
Google's brand value 
shot up 40 per cent in a 
year to $158.84 billion. 
The top 10 of the 100 
slots were dominated by 
US companies. 





Infosys lost another heavy- 
weight when B.G. Srinivas, 
a board member, put in his 
papers. He is the third CEO- 
hopeful to quit after 
Chairman N.R. Narayana 
Murthy's return to the 
company — Ashok Vemuri 
and V. Balakrishnan being 
the other two. While 
Vemuri went on to lead 
iGate, Balakrishnan joined 
politics. 


Naresh Goyal-promoted 
Jet Airways posted its big- 
gest quarterly loss — 
12,153.57 crore - in the 
three months ended 
March 31, mainly because 
it has been offering dis- 
counts to passengers to fill 
planes. The airline also re- 
ported a seventh straight 
annual loss in 2013/14 as 
fuel prices and airport 
costs remained high. 
Meanwhile, the Jet board 
named Cramer Ball as the 
CEO. Ball was earlier CEO of 
Air Seychelles, where he 
led a major restructuring 
programme that returned 
the airline to profitability 
in 2012 and 201 3. 


William S. Pinckney, 
Chairman and CEO of 
Amway India, was 
arrested by the Andhra 
Pradesh Police in 
connection with a 
complaint against the 
direct-selling firm. This is 
the second time that he 
has been taken into 
custody. A year ago , the 
Kerala Police had arrested 
Pinckney and two 
company directors on 
charges of financial 
irregularities. 


China has told its 

state-owned 
enterprises to sever 
links with American 
consulting firms after 
the United States 
charged five Chinese 
military officers with 
hacking US companies. 
China's action, which 
targets consultancies 
like McKinsey & Co. and 
The Boston Consulting 
Group, stems from fears 
that the firms are 
providing trade secrets 
to the US government. 


What would have been 

the world's largest 
ever drugs merger fell 
off the deal table. Pfizer 
has abandoned its 
attempt to buy 
AstraZeneca for nearly 
$118 billion after the 
latter refused an offer of 
55 pounds a share. 


i The median pay 
package for a CEO 
rose above eight figures 
for the first time, but 
there is a catch - 
Berkshire Hathaway's 
Warren Buffett and 
Facebook's Mark 
Zuckerberg reported a 
slide in their salaries in 
2013. Buffett's pay was 
$485,606, down 77 per 
cent. Zuckerberq's 
salary was $653,165, 
down 67 per cent. The 
vast majority of their 
wealth comes from their 
ownership stakes, not 
their salaries as CEOs. 


India has emerged as 

a country with some 
of the highest number of 
unregistered businesses 
in the world. Indonesia 
has the maximum 
number of shadow 
businesses, says a study 
of 68 countries by 
Imperial College 
Business School in 
London. 
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My headphones are a part of me. 
Sometimes they are around my 
neck, mostly around my ears. 
They define my style and bring 
my music to life. They sound so 
natural that | often forget 


im listening to 
the same son 
over & over & over. 
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Bose SoundTrue" headphones are designed with you in mind. 
With fresh designs to fit your style, they stay comfortable no matter how long NEW 


your playlist is. Best of all, they're engineered to make all your music sound better. S 9 U a C] Tr U e " 


around-ear headphones 


itListenForYourself 








India's current 
account deficit in 
2013/14, down from 
4.7% in 2012/13 
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Brimming with Hope 








Corporate leaders expect the India growth story to make a strong 
comeback under the new BJP-led government, finds the latest 
Business Today-C fore Business Confidence Survey. By MANU KAUSHIK 


sudden change in the buying 
habits of people shopping at Big 
Bazaar stores might be a tell-tale 
sign of the country's improving 
economic situation. In the past one week, 
according to Future Group CEO Kishore 
Bivani, more people are picking up high- 
value items such as furniture, kitchen goods 


and electronics. What does it mean: 
"Consumers are more confident about the 
future than before. The consumer sentiment 
has improved after a long period of slump." 
savs Bivani 

Not just the retail sector, optimism is evi- 
dent across corporate India, indicates the 


Business Today-C fore Business Confidence 


Survey. Taking a break from the quarterly 
cycle, Business Today decided to gauge the 
mood of corporate leaders soon after the 
Bharatiya Janata Party-led National 
Democratic Alliance got a thumping majority 
in the just-concluded elections for the Lok 
Sabha. The survey results suggest a high level 
of optimism among business leaders. Market 
research agency C fore quizzed 185 CEOs and 
chief financial officers across 12 cities for the 
survey. (See Methodology). 

A majority of respondents — 85 per cent 
—expect economic prospects facing their busi- 
nesses to improve in the July-to-September 
quarter compared with the three months 
through June. Not even a single respondent 
expects economic prospects to worsen. But 
Sunil Duggal, CEO of the 37.094-crore con- 
sumer goods maker Dabur India, says all 
sectors would not see revival happening at 
the same time. “Sectors such as auto and 
consumer durables will see growth returning 
much before than infrastructure,” he says. 

P. Ramakrishnan, Deputy Managing 
Director at Bangalore-based Sobha 
Developers, says three months is a short time 
frame for conditions to change. “I think the 
next budget, slated to be introduced in July, 
holds the key. It should present a road map in 
terms of what policies the government wants 
to push through. Because of its clear man- 
date, there’s no reason for the government to 
disappoint the industry now.” he says. 

The survey shows that 94 per cent re- 
spondents foresee corporate earnings to get 
better in the next one year. (See Towards A 
Better Future). Also, two-thirds of those polled 
expect gross domestic product (GDP) growth 
to return to seven per cent within 15 months, 
a sharp jump from the Central Statistical 
Office's estimate of 4.9 per cent for 201 3/14. 

Siddhartha Sanyal, Barclays' Chief India 
Economist, says while that kind of growth 
rate looks ambitious, it cannot be completely 
ruled out. "GDP growth is comparing last 
vear's economic activity with that of current 
year. At the moment, the base is so low that 
when conditions start to turn around, GDP 
growth would pick up much faster." 

Contrary to the survey results, ratings 
firm ICRA says in its May report that eco- 
nomic growth is unlikely to recover sharply 
in 2014/15. "While GDP growth has bot- 





TOWARDS A BETTER FUTURE 


4 How would you describe your confidence in 
economic prospects facing your business over the 
July-September quarter, compared to April-June? 


- 


How do you see 
corporate earnings 
over the next one year? 


15s 22% 


wo W 


Same/no change Moderately better 





How long will it take 
for the investment 
cycle to revive? 


5% * 








: 10% 








53% 
32% 
6%" 21% 
D One quarter W Two quarters NT A Moderately 
~ Three quarters No change change better 


4 Do you expect consumption to pick up over the next 
three months? 








Yes, 
moderately 
Yes, 69% 
No Substantially . 


3% 28% 






5 In how many quarters do you see GDP growth 
returning to 7%? 


34% More than 
+ 7% Two to three quarters 


" five quarters 





57% Three to five quarters 


2% One quarter 


‘METHODOLOGY Market research agency C fore conducted the Business 


Confidence Survey among 185 CEOs and CFOs represent- 
ing various industries in terms of sector and size. The survey was conducted in 
12 cities - Delhi, Mumbai, Chennai, Hyderabad, Bangalore, Kolkata, Chandigarh 
Lucknow, Nagpur, Kochi, Vizag and Bhubneshwar - between May 23 and May 27 
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BT-C FORE 
SHOWED 

88 PER CENT 
RESPONDENTS 
WILLING TO 
MAKE FRESH 
IN 
TWO TO THREE 

QUARTERS 
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tomed out in the first half 
of 2014, the agency ex- 
pects only a mild im- 
provement in growth, 
from 4.6 per cent in 
2013/14 to 5.0-5.5 per 
cent :n 2014/15," the 
report says. 

India's economic en- 
vironment worsened last 
fiscal vear due to slowing 
growth, a wide current 
account deficit, a weak 
rupee, and high inflation. 
The situation has im- 
proved over the past few 
months, with the current 
account gap narrowing, 
inflation easing and the 
rupee strengthening, 
making the next govern- 
ment's task much easier. 
In Apri, for instance, in- 
flation based on whole- 
sale pr:ces fell to 5.2 per cent, a half-point 
drop from the previous month. Similarly, the 
current account deficit shrank to 1.7 per 
cent of GDP in 201 3/14 from 4.7 per cent in 
2012/13. 

However, risks to current account deficit 
and inflation remain. The Reserve Bank of 
India's recent decision to ease restrictions on 
gold imports could again exert pressure on 
the current account deficit. Also, expecta- 
tions of deficient monsoon rainfall due to the 
likely impact of El Nino — a weather phenom- 
enon that could cause drought — could jack 
up already-high food prices. 

Some experts think otherwise. "The im- 
pact of El Nino will be muted," says Vinay 
Khattar, research head at Edelweiss 
Securities. Ratings firm CRISIL says in a re- 
cent report that only two of seven El Nino 
years in India since 1991 experienced 
drought. "[It] suggests a nearly 30 per cent 
chance of an El Nino condition morphing 
into a monsoon failure." 

Another factor working in India's favour 
is the economic revival of its two biggest 
export markets — the United States and 
Europe. In addition, India is likely to get a 
higher proportion of foreign funds as com- 
pared to other emerging economies. "Most 





competing economies — 
China, Thailand and 
Russia — are going 
through some sort of po- 
litical or economic tur- 
moil," says U.R. Bhat, 
Managing Director at fi- 
nancial services firm 
Dalton Capital Advisors. 

Critics argue that 
ground realities have not 
changed much and the 
upbeat mood is driven 
mainly by hype. Dabur's 
Duggal, however, disa- 
grees. “The hope is 
backed by strong creden- 
tials of the new prime 
minister [Narendra 
Modi]. which wasn't the 
case in 1977 when the 
Janata Party came to 
power. Its hype was not 
supported by a perform- 
ance track record," he says. 

According to the BT-C fore survey, 88 per 
cent respondents are willing to make fresh 
investments in the next two to three quar- 
ters, and 97 per cent expect consumption to 
pick up in three months. To some extent, 
fresh investment is dependent on inflation. 
and therefore, the movement of interest 
rates. As long as interest rates remain high, 
new projects will not materialise quickly. 

Bhat says the government needs to take 
all tough decisions in the first year. "Before 
the state elections begin, the new govern- 
ment can look into several key areas on an 
urgent basis," he says, and suggested remov- 
ing supply-side bottlenecks to tackle infla- 
tion. "Since new projects from the private 
sector will take at least six to eight quarters, 
the government can expand the fiscal deficit 
to stimulate the economy by launching new 
projects on its own," he adds. 

Clearly. the new government has its task 
cut out. A wobbly economy needs more than 
just band-aid fixes, especially when the ex- 
pectations are sky high. The BJP made many 
promises before the elections. Now is the 
time to deliver on those promises. 


@manukaushik 


















OFFICES & BUSINESSES 
NEED MOUNTAIN FRESH AIR 


Enter one of the Healthiest! ready-to-move-in Office 
Buildings to improve your Health & Productivity 


Suites starting at Rs. 35,000 


A USGBC LEED Platinum? and BEE 5-star rated? building 





24 X 7 Luxury Furnished Space available for Large or Small Offices, Conferences, 
Trainings, Interviews, Seminars, Product Launches, Cocktail Parties, Hi-Tea, Corporate 
Lunches and Dinners 


20096 Power Back-up * 24-Hours Security and CCTV Surveillance « Ergonomically & 
Aesthetically Designed Office Interiors 

e In-house Bar & a Multi-Cuisine Restaurant * Eco-friendly 

e Customized Office Space « Wi-Fi Enabled e Dedicated / Valet Parking * Six International 

Certifications’ e Signatory to UNGC & WEP5 « Mountain fresh indoor air 


Nehru Place Greens, New Delhi -110019, T : +91-(0)-11-4120 7171 
PAHARPUR Email (Office Space) : myoffice@pbcnet.com 
Business Centre Email (Conference) myconference@pbcnet.com 
Breathe fresh, Work smart. Email (IAQ) : iaqg@pbcnet.com, Website : www.pbcnet.com 












1. In a 2008 study published by Central Pollution Control Board, MoEF. GOI and Chittaranjan National Cancer Institute, Kolkata 
2. USGBC Platinum - first office in India under LEED for Existing Buildings 
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FOCUS PE 


HEALTH CARE IS 
EMERGING AS A 
BLUE-EYED 
SECTOR FOR 
INVESTORS, 
PARTLY BECAUSE 
OF SOME BIG- 
TICKET EXITS 
RECENTLY 
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Long-term vision: Rajat Goel (left) and 
Dr Ajay Sharma have raised funds from 


private equity investors to expand the foot- 
print of their eye care chain (Eye Q) in India 
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Why health care has become a preferred sector 
for private equity firms. By SARIKA MALHOTRA 


t was tough going for Rajat Goel and Dr 
May Sharma. In 2007, they had an eve- 
care lacility called Eye Q in the small, dusty 
town of Rewari in Haryana. “ 
eration entrepreneurs, we found the initial 


jeing first gen- 


years challenging." says Goel. The idea was to 


provide affordable eye care in smaller towns of 


India. "We started with internal accruals as 
banks did not lend without collateral. In a 
high growth and capital-intensive business 
like ours, capital is critical." Soon they began 
scouting lor private equity (PE) partners to 
create a socially-driven outfit with a finan- 
cially-viable business model. 


2 2 2 {i ] i 


Their efforts yielded results. In 2010, Eve 
Q raised funding of 110 crore from song 
Investment Advisors. Eye O subsequently 
raised additional capital in two more rounds 
ol funding. Helion Venture Partners and 
Nexus Venture Partners pumped in 345 crore 
in 2011, ltollowed by another 325 crore in 
April 201 3, PE funding has enabled Eve O to 
spread its operations across the countrv. 
l'oday it has 28 centres in small towns and 
cities in India, including Rothak. Hissar. 
Meerut, Surat and Jhansi. "I can confidently 
say that PE funding has helped Eve O take eve 
are to the masses," savs Sharma. 
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Upgrade to World Traveller Plus, 
and bring back even more. 


Upgrade your World Traveller economy ticket and enjoy a 
business class entrée menu, a wider seat with 7 inches more 
legroom, and an extra 23kg baggage allowance to haul all 
your shopping back. 


All-inclusive return fares to UK from INR 107,800 
All-inclusive return fares to LIS from INR 124,520 


To Fly. To Serve. 








-— Book now at ba.com 
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f ream AAR ai dee Care INIDETEI Airhna Fal Charse INRF3S16 Taxes INR21244 and Fees INRS.470, Mumbai-New York-Mumoba: return fare 





28 BUSINESS TODAY June 





Eve Q is not the only 
health-care provider riding on 
funding from PE investors. 
Indeed, PE investments in 
health care have been rising 
over the last few years. In the 
year 2011, there were 29 in- 
vestments in the space by PE 
funds. It shot up to 45 in 2012, 


Video interview with Eye Q founders at 
businesstoday.in/eyeq-goel 





STEADILY 
INCREASING 


PE/VC investments in 
health care 





2011 


| Interview with Amit Mookim, KPMG 
businesstoday.in/kpmg-mookim 


ment consulting firm Bain & 
Company, retail and consumer 
goods were the sectors most 
favoured by PE funds in India 
in 2012. However, health care 
became the most preferred sec- 
tor in 2013. No wonder then, 
in the last couple of vears there 
have been some big-ticket in- 









and 71 in 2013. DEALS vestments by PE funds in the 

Health care is clearly space, with multinational 
emerging as a blue-eyed sector 2 c funds such as KKR and Carlyle 
for investors, partly because of zm leading the way. Last year, 
some big-ticket exits recently. INVESTMENT* KKR invested $200 million in 


In 201 3, Apax Partners exited 
from Apollo Hospitals for $ 360 
million, three times its initial 
investment in 2007. Avenue 
Capital exited its stake in 
Medanta in 2013 for $155 
million, more than four times 
its initial investment in 2006. 
The number of exits in the sec- 
tor rose from three in 2012 to 
nine in 201 3. Most of the exits 
have been through secondary 


463 





INVESTMENT* 


Gland Pharma, a Hyderabad- 
based injectables manufactur- 
ing company, while Carlyle 
put $161 million into Medanta 
Medicity, a multi-specialty 
medical institute in Gurgaon. 
In the same year, Bain Capital 
invested $113 million in 
Emcure Pharmaceuticals, 
based in Pune. 

Neeraj Bharadwaj, 
Managing Director, Carlyle 


sales to other PE funds. Asia Partners, says that the 

All PE funds players have 1 2 6 2 Indian health-care industry 
identified health care as a pri- provides an attractive invest- 
mary target for their invest- 9 ment opportunity for PE funds. 
ment portfolio, says Sanjeev — — — — “India continues to have low 
Aggarwal, vr Managing 2013 — bed — and low 
Director, Helion Venture m lealth-care spend on a per 
Partners, which has invested DEALS capita basis. But rising income 
in two tranches in Eye Q. In r4 1 levels, an ageing population, 
May this year, Helion invested increasing prevalence and 
227 crore in Hyderabad-based awareness of lifestyle diseases 
dental care firm Denty's. It had INVESTMENT* and rising insurance penetra- 


also invested 135 crore last 
year in LifeCell International 
Pvt Ltd, a stem cell bank. 

The health-care sector has 
already clocked 16 PE invest- 
ments in the first quarter 
(January to March) of this vear. The bullish 
trend has sustained in the second quarter 
(April to June) as well with some big deals. 
Olympus Capital and India Value Fund in May 
pumped in 1400 crore in Kochi-based health- 
care services company Aster DM Healthcare. 
Also, a clutch of PE investors is looking to buy 
a majority stake in Vasan Healthcare which 
operates eye care and dental hospitals. 

According to a survey by global manage- 


22 2014 


1,359 


* Figures in $ ma; Source: Bain & Company 


tion have led to a strong de- 
mand for health-care serv- 
ices,” says Bharadwaj. “The 
private sector continues to 
provide superior health-care 
services and has potential to 
further increase its share, especially in the 
tertiary care segment. Expansion to Tier Il 
and Tier III towns will also be a key driver of 
industry growth going forward," he adds. 
Carlyle has an extensive global health-care 
portfolio. Its current and past health-care 
portfolio include investments in China. 
Japan, Turkey and Australia among other 
countries. 

Multinational funds are not the only ones 
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VIT Business School 


Be the Master of Business Readiness 





VIT Business School produces masters of Business readiness 
through its innovative curriculum that encourages learning by 
discovery. As the industry needs hands on managers who are 
willing to soil their clothes and dirty their hands, VIT Business 
School has adopted experiential learning methods that help 
students engage with the industry through live projects, case 
studies and internships. 

In the information-age, organizations are struggling to cope with 
massive data. The curriculum has been so designed to give students 
sufficient skills to massage and make meaning out of large volumes 
of data. 

VIT Business School produces people friendly managers through 
teamwork and a number of outdoor activities. Apart from building 
their IQ, VIT Business School concentrates on EQ (Emotional 
Quotient) and the SQ (Spiritual Quotient). Instead of haughtiness 
and high-handedness the School strongly emphasizes humility and 
honesty. The School also imparts high moral and ethical values to 
its students. 


With international partnerships and joint degree programmes, you 
will also have the opportunity to earn a second advanced degree 
from USA during the second year of study. There are also options 
to do internship in companies abroad. 





The VITBS Advantage : 


« New curriculum includes group activities and 
experiential learning methods to produce Masters of 
Business Readiness who are socially sensitive and are 


high on EQ. 


« Data analytics, global perspectives and value 
education bundled into every course. 


«Partnership with organizations such as BSE, TCS, 
Cognizant, SAP, Microsoft and IBM, with excellent job 
placement and internship opportunities 

« Leadership provided by a former ITM Director. 

« Options to study abroad, to get a second masters 
degree or to do project work in 112 universities 
worldwide including, Rochester, Cornell, Purdue, 
Princeton, SUNY, Michigan, Clemson, UMass, 
Maryland and Clarkson. 


Selection will be based on CAT/XAT/MAT/CMAT/GMAT 
score and the performance of the candidate in PI and 


written test. 
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BETTING BIG 
Top three investments in health care 2012-2014 (Mar) 


Year Acquirer Target Value ($M) 
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UNLIKELY 
DETER 
INVESTORS 
ATTRACTED BY 
THE RECESSION- 














2012 India Value Fund Advisors 





Manipal Health Enterprises 180 





2012 Advent International 


Source: Bain & Company 


actively chasing health-care assets in India. 
Karan Singh, Partner and Head of Bain & 
Co's Asia-Pacific health-care practice, says 
local funds are increasing their participation 
in India. He cites the example of Multiples 
Alternate Asset Management's investment 
in hospital chain Vikram Hospital and IDFC 
Alternatives' investment in Medi Assist India. 
a third-party administrator of health insur- 
ance policies. 

Indeed, health care in India is witnessing 
greater interest from PE funds than BFSI (bank- 
ing, financial services and insurance), another 
favoured sector of both local and global inves- 
tors. "Both in PE deal volume and value there 
is a marked growth in health 
care," says Singh. BFSI ac- 
counted for 41 investments 
worth $907 million in 2012, 
compared to 45 in health care 
worth $1262 million. 
Similarly. in 201 3 there were 
investments worth $1195 
million across 66 deals in BESI 
against 71 in health care 
worth $1 359 million. 

However, funds also need 
a reality check, say experts. 
Health-care valuations should be judicious, 
says Singh. More so, given the structural is- 


sues plaguing the sector such as a shortage of 


physicians and nursing staff in India and 
across Asia-Pacific, he adds. 

However, the challenges are unlikely to 
deter investors who are attracted by the reces- 
sion proof nature of the industry. KPMG esti- 
mates that India's health-care sector had 
grown to $78.6 billion in 2012, from $45 
billion in 2008. It expects this to touch 
$158.2 billion by 2017. It is not surprising 
then that in recent years several health care 
dedicated funds have been launched in the 
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Size of the health- 
care industry 


12» 


CAGR of health-care 
industry 


Quality Care India Ltd. (CARE Hospitals) 110 


country. “Focused funding in the sector has 
created an entrepreneurial environment,” 
says Amit Mookim, Partner and Head of 
Healthcare, KPMG. “Risk capital funds , includ- 
ing Anand Burman's Asian Healthcare Fund 
and Singapore- and New Delhi-based Quadria 
Capital, are raising more money to invest in 
health-care companies.” 

Rana Mehta, Leader Healthcare practice, 
PricewaterhouseCoopers India, says that on- 
cology and orthopaedics would be among the 
fast-growing categories in health-care seg- 
ments and would require large amounts of 
capital. "There is a realisation in the industry 
of a large latent demand for these services 
among Indians,” he says. "At 
the same time, formats like 
diagnostics, mother and child 
hospitals, infertility clinics re- 
quire relatively low amounts 
of capital but are fast growing 
and will definitely attract in- 
vestor interest going ahead." 
he adds. 

Aggarwal of Helion 
Venture Partners says it is 
relatively easy to do business. 
both for investors and com- 
panies, in health care since the sector is 
lightly regulated. "It does not spring surprises 
from a regulatory perspective," he says. Since 
most health-care chains are driven by do- 
mestic consumption. Aggarwal envisages 
there will be a clear window for exits through 
the capital market. However, he says that 
valuations tend to be on the higher side since 
health care is a sought after sector. 

Clearly. given the opportunities, there 
will be sustained PE interest in health care in 
the years ahead. € 


@SarikaMalhotra2 


onis ssi 


You've seen game changers in 
business. Here's one for your home. 


It takes the special skills of Fenesta to produce a precisior — 


engineered solution that insulates your home against noise, + 
rain. wind, dust and pollution. Lowers energy consumption. Milli ü 
Introduces natural light. Allows ventilation and yet prevents — 

the invasion of mosquitoes. Integrates a security grill in the ST 
frame. Unites spaces. And adds an element of architectural 

style. From design to fabrication, installation and service, 

only Fenesta can deal with the complexity of customisation. 

Within hours. old windows can be replaced with impeccable 

picture windows, using the new 'sills and trims. No hassle 

No disturbance to family life. 


The extended design palette now has two new doors ol 
European origin: Slide & Fold and Lift & Slide. 

Upgrade to Fenesta today: Renovating a single room? Building a new 
house? Consult experts who know which Fenesta original windows and doors 
work best in your home. 


Fenesta: 


Windows Doors Conservatories 





Call: 1800 102 9880 (Toll Free) / SMS: WINDOW to 56161 Email: response@iene 
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TAXING 


THE SYSTEM 


Differences between the government and Indian companies over how much tax the latter 
should pay have been growing. More and more companies have been contesting the 
taxes slapped on them. Interestingly, some of the biggest disputes are with public sector 
companies. The total amount disputed by end-March 2013 was a whopping 34.37 lakh crore 


Graphic by Ajay Thakuri and Raj Verma Research by Jyotindra Dubey 
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The majority of these disputes 
relate to income tax, followed by 
sales tax and other kinds of taxes 


2 





Share of disputed tax in 2012/13 
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Customs duty 
44 346cr 
Excise duty 


114, 649cr 


Others (Octroi, 
Local taxes etc) 


:21,482cr 


Sales tax 
:33,626cr 


Income tax 


165, 026cr 


isputed - 1 60, 914 


Companies in the oil and gas sector have 
the largest share of disputed taxes. Next 
come those in metals and mining 

Disputed Tax ein in crore 


Oil & Gas * Metals & Minin BFSI 
vom 77 mus" Ao 
Telecom IT & ITES 


10,355 10,036 
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In 2012/13, the amount disputed 
: by listed companies alone was 
ADS. 7 lakh crore. The overall disputed 
P amount was even higher 
Born NO. OF PENDING | AMOUNT 








Companies with 
the highest 
amount of 
disputed taxes 


(2012/13, in 3 crore) 


10,326 


IOCL 


9,119 
8,178 


SAIL 


9,291 
4,758 


MARUTI SUZUKI 


4106 
4,014 


TCS 


3,891 
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MAHINDRA SATYAM 
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TRAKDOT LUGGAGE TRACKER 

It's always a gut wrenching moment when you arrive at 
your destination after a long flight and your luggage 
goes missing. To forestall that, all you need to do is 
hook up the Trakdot Luggage Tracker, a GSM chip- 
equipped monitor, to your luggage and then configure it 
with an app on your smartphone. You can then pinpoint 
the exact location of your belongings if they disappear. 
Price: $50 * $13 annual subscription 


Smart gadgets to tackle problems that often arise 
during travel. By NIDHI SINGAL 


VINHAA IVN 








SWISS MILITARY UNIVERSAL 
TRAVEL ADAPTER 

Finding a plug point into which 
your Dok ger pter will fit is 
often a problem while 
travelling abroad. The Swiss 
Military Travel Adapter is the 
perfect companion in such 
cases. It features a three-in- 
one travel plug set which is 
compatible with plug points in 
almost 150 countries. 
Electrical Rating: 

110V-250V, Max 2,500W 

Price: 1590; available at 
www.swissmilitaryindia.com 





AERO-TRAY 

The Aero-tray mounts securely 
onto your seatback tray on the 
flight. Its “Z” design is 
adjustable and creates a 
secondary shelf. The Aero-tray 
creates an angle of support in 
coach seating, allowing usage 
of a laptop without interfering 
with your fellow passengers' 
space. It also doubles as a 
protective carrying case for 
small devices and slides easily 
into a standard laptop bag. 
Price: $59. Available at 
www.travelsmith.com 


Note: Some of the gadgets are not available in 
India yet, but are expected soon 
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FOCUS On Record/The New Government 


“A strong and intense leader like 
(Narendra) Modi will be in a position 
to change the course of dialogue (on 

US visas for the software industry)” 


N.R. Narayana Murthy, Co-founder & Executive Chairman, Infosys, to NDTV 








“That the new 
overnment will be led 
y acombination in 
which one party has a 
m majority in Parliament 
e is an excellent 
development for India” 


Adi Godrej, Chairman, Godrej Group, in Business Standard 


“... IT WILL HA | 
"... Ehe need of the hour is to 
COMMON 


— bring back business 
ARROWING TH confidence and revive the 
THE PRIVILEGED investment cycle... 


UNDERPRIVILEGED'' Sunil Bharti Mittal, Founder & Chairman, Bharti Enterprises, in The Hindu 








Kiran Mazumdar-Shaw, 
CMD. Biocon, in Forbes India 






"The immediate priorities would be to 
resolve issues in existing projects, 
resolve the retrospective taxation 
issue and bring clarity around tax 
laws, contain inflation..." 


Chanda Kochhar, MD & CEO, ICICI Bank, in The Hindu 


POWER OF 
TOOTHPASTE, FLOSS 


AND MOUTHWASH 
NOW IN A TUBE’ 


inspired by the dentist recommended regime of 
toothpaste, floss and mouthwash to give your 
family best oral health. 


Inspired by mouthwash & floss benefits. Results not equal to standalone benefits & 
does not replace mouthwash & floss 
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SUPREET LAKHOTIA 
MBA, Symbiosis Institute of 
Business Management, Pune 
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“The economy faces stagflation, the 
government must focus on growth” 


With the budget due in July, the new government faces 
the key concern of choosing its main fiscal policy aim: 
should it promote growth or tame inflation? Despite the 
RBI pushing up the repo rate to eight per cent, inflation 
remains threatening. The reason is that the Indian 
economy faces the prospect of stagflation — a rare but 
sticky phenomenon. 


Contractionary policies have not curbed inflation. 
Slowdown across the industrial sector is worrisome as 
seen {rom the dismal IIP figures. Food articles constitute 
almost 50 per cent of the consumer price index (CPI), and 
an inelastic demand for agricultural output has pushed 
lor double-digit CPI. With welfare policies like MGNREGA, 
not only has the purchasing power of the rural household 
moved upwards but minimum farm wage price has also 
increased. Meanwhile, the economy is stuck with supph 
bottlenecks such as disintegrated supply chain networks 
and, of course, lackadaisical government machinerv. 


The new government definitely needs to focus on growth 
with a two-pronged strategy. First, it should concentrate 
on infrastructure. This should aim at boosting 
productivity through resource optimisation (the river- 
linking programme, single-window clearance, etc) rather 
than doling out more subsidies. Second, a quick approval 
of the Goods and Services Tax is needed to ease cash flows 
and help reduce the ballooning fiscal deficit. 






ISHAN SHARMA 
PGDBM, 
XLRI 






“It is the prime duty of the new 
government to tackle inflation” 


The biggest challenge faced by governments of emerging 
economies today is to choose between growth and 
inflation. Both are intertwined. Growth in emerging 

economies like India can be achieved with comparatively 

low capital infusion. Such growth turns unsustainable, 
however, without inflation curbing measures in place. 


In 2008/09, the government tried to promote growth 
by announcing three stimulus packages to the tune of 
1200,000 crore within three months. Short-term growth 
was achieved, but in the longer term. inflation spiralled 
and it has become extremely difficult to achieve similar 
growth levels, The inflation rate for India is 8.3 per cent, 
lower only than those of crisis-stricken countries like 
Ukraine, Afghanistan, Egypt, Venezuela. Sudan, and 
Zimbabwe to name a few. Such trends of continuous 
inflation in the past have exploded into uncontrollable 
hyperinflation. which has a devastating effect on a 
country s economy and takes decades to recover from 


There have been cases in the past where governments, 
trying to stimulate growth, made deficits so high they 
could not pay off their debts and this spiralled into 
hyperinflation. The possibility of an El Nino this vear also 
doesn't help India’s cause. India will face severe effects if 
there is a drought. It is thus the prime duty of the 
new government in tandem with the RBI to roll out 
policies to tackle inflation. 


The debate continues online. Management students, do log on to www.businesstoday.in/bschooldebate and record your views as well, 
to make this an intellectually stimulating endeavour. The most well-thought-out comment wins a year's subscription to Business Today 


38 BUSINESS TODAY June 22 2014 


US 


Nn 





scess Control, Video, Location-based Tracking, PSIM and Intrusion. UNIFIED 


mN 


\ccess Control: 





fideo: 

ntrusion: CO 
.ocation-based Tracking: LJ 

"SIM: Security Products 


 CC-CALIIAE ' 
TAA 








Au [3:$31U: d Challenges Before Modi 








IH AKURI 


ATAY 


Y 


B 


ILLUSTRATION 





he scrum is done. The referee has called "Touch", "Hold". and 
“Engage”. The ball is in play. The forward, with an unprece- 
dented mandate in his hands and comparable expectations on 
his shoulders. makes a run towards the posts. Just then, he real- 
ises that the ball in his hands is a can of worms/hornets' nest/live 
bomb (insert your favourite ominous expression here). 

They have a phrase in rugby: hospital pass. It is an untimely one that 
results in the recipient being attacked by rival players in such a vicious way 
that it can land him in hospital — rugby is very different from genteel cricket. 
The outgoing government of the United Progressive Alliance has lobbed 
several of those passes in the general direction of the new government. 

Prime Minister Narendra Modi and his team of ministers have burst 
off the blocks with earnest voices (see What Lies in Store on page 64). But 
it will take a lot more than earnestness — dexterous floor management 
in Parliament being one, unwavering determination another - to get 
past the UPA's legacy. 

A 2010 McKinsey report says India will need to build 700 to 900 mil- 





lion square metres of commercial and residential space. 350 to 400 km of 


metro railways and subways, and 19,000 to 25,000 km of road lanes every 
year. The land may be available, and may vet be out of reach. 

The new land acquisition law requires you to pay twice the market 
value in urban areas and four times in villages. And it came after prices 
had already multiplied four to five times over the previous decade. 
Amitabh Kant of the Delhi Mumbai Industrial Corridor says land prices 
are now five and a half times the market rate. Adding emotion to this 
equation, Navin Raheja, the head of Raheja Developers, says he would 
be better off not working at all. 

Our intent is not to be carping Cassandras. so we will not tell you about 
the retro tax that has muddied the waters for foreign investors, the new 
Companies Law that is raising anxiety levels over operational issues, or the 
plethora of other laws. most of them archaic, that threaten to snuff the life 
out of business and trade. But if you want to 
know more about them, turn the pages. 

Back to the field of play, the forward is in a 
strong position to face the tackle. He 
is also the kind of forward who fii 
would hate a grubber (that's 
when a rugby player kicks a ball 
and it, instead of flying towards 
the posts, gently rolls along the 
ground), and he isn't one to easily 
go to the blood bin (which is 



















No Promised Land 
Page 42 


Acquiring land for the 
development he has 
promised to bring about 
will be one of Narendra 
Modi's biggest challenges 


Lighten the Load 
Page 52 


The new government must 
initiate urgent tax reform to 
encourage companies and 
revive investor confidence 


Overdoing the Vigilance 
Page 54 


In its zeal to prevent fraud, 
the new Companies Act has 
made normal corporate 
functioning near-impossible, 
feels industry 


Stifling Acts 
Page 56 


The Modi government needs 
to update many rules and 
regulations to create jobs, 
eliminate corruption and 
promote economic growth 


What Lies in Store 
Page 64 
Key pronouncements 


of some of the new 
ministers 


— of Discontent 
Page 66 


The manufacturing sector 
continues to struggle with 








! — Strife. It is time for 
~~ some soul searching 


AIAY THAKUR! 


CEUTA Land Acquisition 


NO — 


ACQUIRING LAND FOR THE RAPID 
DEVELOPMENT HE SEEKS WILL BE ONE OF 
NARENDRA MODI'S UIGGEST adno cei 

















Delhi Mumbai Indl. Corridor 


















By SUNNY SEN, — Devp. Corpn. 
SARIKA MALHOTRA — 48969 | Mur 
and MANU KAUSHIK — — Dighi Mega Industrial Estate 
Research inputs by NITI K Project 
PROJECT SIZE 
-— bel aaa 96er 
Haryana Multi- — SEZ ss Shelved 
Project | ui, LOCATION 
Dighi, Maharashtra 
PROJECT SIZE 
<40,000¢r 
status Abandoned JL D Yavatmal Energy Ltd. 
LOCATION " ^. PROJECT NAME 
Haryana Jawaharlal Darda 
Hindustan Construction Co. s Mega Power Project 
55 PROJECT SIZE 
PROJECT NAME | 
Dholera Water Front City 00cr 
Township Project | status Stalled 
PROJECT SIZE — Ltd: E | 
740 000cr Navi ius —* ves rae) 
satus Stalled pe 
LOCATION 





8 000r. 


status Stalled 
LOCATION -— 


Navi Mumbai 
IN DISTRESS ost nda Pvt Ltd. 


Some of the prominent projects 


Dholera, Gujarat 


p Halligudi $ Steel Project 
stuck due to land acquisition Mumbai Metropolitan PROJECT SRE 
problems over the past two years. Region -« — ity 33) 2 3 Cr 
Source: CMIE Raigad novation Park Project 
+ — 7 STATUS Shelved 
i LOCATION 
Bes —* Halligudi, Karnataka 


LOCATION 
42 BUSINESS TODAY June 22 2014 Raigad, Maharashtra 


LAND 


Tata Steel Ltd. 


PROJECT NAME 
Jharkhand Steel Phase-ll 
Project 


PROJECT SUE 

> i I ni neg 

«22 000C 
status Stalled 


LOCATION 
Tontaposi, Jharkhand 











Bramhani Industries Ltd. 


PROJECT NAME 
Kadapa Integrated Steel 
Project 


PROJECT SIZE 
status Abandoned 
LOCATION 
Kadapa, Andhra Pradesh 


Neyveli Lignite Corpn. Ltd. 


PROJECT NAME 
Jayamkondam Lignite Based 
Power Project 

PROJECT SIZE 


l 
" LZ tL VJ M 


status Abandoned 


LOCATION 
Tiruchirappalli, Tamil Nadu 





ays before the Narendra Modi- 

led National Democratic 

Alliance (NDA) won the general 

elections, Ravi Uppal, Group 

Chief Executive Officer and 

Managing Director of Delhi- 

based Jindal Steel and Power 

Ltd (JSPL), heaved a sigh of re- 

lief. But this had nothing to do 

with Modi's imminent victory. 

Uppal was relieved because 

JSPL’s 330,000 crore project at 

Angul district in Odisha — a six million tonne steel 
plant — could now finally be fully commissioned. 

The project had been ready for the past two 

years but some of the units could not be 








; commissioned because JSPL was un- 

Arcelor Mittal India Ltd. ~ able to get access to a three km 

stretch to connect a 25 km pipe- 

PROJECT NAME : line to the nearby Brahmani 

Kendujhar Steel Project river. The remaining 22 km of 

: the pipeline had long been 

T a PROJECT NU laid. The company planned 

il | HEIC J to draw water for the project 

V Ow ww n from the Brahmani river 
status Abandoned through the pipeline. 

But landowners had re- 

LOCATION fused to give their land for the 

Kendujhar, Odisha last mile connectivity. “They 


would do dharnas. Our requests to 

state authorities were neglected. We 

were left helpless,” says Uppal. Finally. he 

managed to convince the local authorities to act. 

The police kept protesters at bay while the final 
stretch of pipeline was laid. 

Uppal managed to resolve his problem, but 
another 106 projects have not been that lucky. 
They have been stalled over the past two years 
because of land acquisition problems. According 
to the Centre for Monitoring Indian Economy, 70 


Nuclear Power Corpn. 
Of India Ltd. 


PROJECT NAME 


Kovvada (Srikakulam) Nuclear 


Power Project 
, PROJECT SIZE" 


srarus Stalled 
LOCATION 


Srikakulam, Andhra Pradesh 
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SOU EIU A Land Acquisition 














of those were worth 13,52,480 crore. 
About 30 per cent of these were govern- 
ment projects, while the rest was in pri- 
vate hands, both Indian and foreign. In 
the last year of the Congress-led United 
Progressive Alliance government, 
projects worth 11.81.126 crore got 
stalled, shelved or abandoned. 

That's not all. Work on planned 69 
national highways — stretching across 
8.000 km — was yet to start as of 
January, according to rating agency 
ICRA. Again, the delays were mostly 








government each year). This was way 
lower than the prevailing market rate, at 
times even one-tenth of it, and the land 
owners suffered. 

In the new Act, not only have the 
rates been corrected, but the land buyer 
has to pay twice the market value of the 

land in urban areas and four times in 

rural areas. There is also an additional 
compensation to be paid to the af- 
fected families to ensure their reha- 

bilitation and resettlement (R&R), 

Companies are expected to employ 


due to land acquisition problems. Details of 70 of the 106 those from the displaced families. “We 

“Many of these were awarded two ——— — earl have now swung the Act to the other 

years back,” wrote Aditi Nayar, 3 p extreme. We have made land so ex- 
: over the past two years 


Principal Economist at ICRA, in a re- 
cent report. 


In an attempt to solve land acqui- — -* ===" --- 


pensive that it is unaffordable for in- 
dustry,” says B. Muthuraman, Vice 
Chairman of Tata Steel. 


sition problems, the UPA government Aggregate Project cost as Muthuraman, in partnership with 
brought in the Right to Fair cost (€ cr) percentage ct total cost industry lobby Confederation of 
Compensation and Transparency in Indian Industry (Cl), has estimated 
Rehabilitation and Resettlement Act Government* that a 1,000 megawatt power plant 


2013, commonly called the new Land 
Acquisition Act, early this year. The 
intention was to make land acquisi- — ~~ -~- !-- -- 
tion more transparent and farmer 
friendly. But many economists and 
industrialists hold that the new act is 
as much a deterrent to growth as the 
old one was. 

Arvind Panagariya, economist 
and Professor at Columbia University, 
says that the Act is “damaging” for 
both the seller and the acquirer. “With 
the cost in terms of time as well as 
money multiplied manifold by the Act. 
no new land acquisition has taken 
place since January,” he says. He 
maintains the Act will adversely aflect 
both urbanisation and development. 

Many now expect Modi to come to 
the rescue of the industry with amend- 
ments to the Act. But the BJP sup- 
ported the new Act in Parliament. 


92,990 


The Price Tangle 

The previous Land Acquisition Act was framed in 1894, 
when India was under British rule. The rules for acquisi- 
tion were simple. The state governments — land is a state 
subject — just had to notify to landowners that their land 
was being acquired. They would be paid the nominal 
circle rate (minimum rate of land in a particular area 
decided by the government) or the ready reckoner rate 
(the prices of land for any given area published by the 
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Private (Indian) 
16300605 — 465 
Private (Foreign) 


TOTAL 


"includes Central, state and 
government local bodies 
Source: CMIE 


- at a project cost of 16,000 crore — 
212 would require 1,000 acres of land. 
— The cost of acquiring the land alone 
will be close to one-third of the total 
cost. The R&R cost too will be prohibi- 
tive, rising from an earlier 1150 crore 
to 1450 crore. “In such a situation, 
the project will simply be unafforda- 
ble,” says Muthuraman. 

There are two mega infrastruc- 
ture projects currently on in India — 
the Delhi Mumbai Industrial Corridor 
(DMIC) and the Mumbai Chennai 
Industrial Corridor. They aim to de- 
velop new industrial cities as “Smart 
Cities" and converge next generation 
technologies across infrastructure 
sectors. Both the projects are delayed 
because of land acquisition issues. 
DMIC is assisting state governments in 
acquiring land in Harvana. 
Rajasthan, Madhya Pradesh, Gujarat 
and Maharashtra. "While acquiring land in Aurangabad, 
land prices went up to 5.5 times the market rates simply 
because landowners were not willing to sell at a lower 
price. Everything is becoming unviable.” says Amitabh 
Kant, Director, DMIC. 

Consider the Navi Mumbai International Airport 
project. Only 10 per cent of total land required — about 
270 acres — remains to be acquired but the process has 
hit a roadblock as villagers are not vacating land needed 
lor the project. City and Industrial Development 


6.3 





MEHRA 


Corporation (CIDCO), the nodal agency for the airport, will 
start acquisition afresh as per the provisions of the new 
Act. According to market estimates, the cost of the land 
will go up eight to nine times, making the remaining 10 
per cent as expensive as the 90 per cent ol the land al- 
ready acquired. 

Real estate companies, which have seen a big boom 
in the past one and a half decade, are worried too. Navin 
Raheja, Chairman and Managing Director of Raheja 
Developers, says that at least 50 acres of land are needed 
to build a township. Land acquisition at this scale would 
require rehabilitation of the affected families, a process 
that could go on for several years. "I cannot leave such a 
burden for my successors. It is better that I don't work at 
all. We don't have plans to make any new townships 
unless this law is repealed," he says. A separate depart- 
ment to take care of R&R activities might be needed soon. 
he adds. 

It is not Raheja alone. Mumbai-based real estate vet- 


eran Niranjan Hiranandani, Managing Director ol 


Hiranandani Group, echoes the same concern. “H some- 


| Interview with Anuj Nangpal, Investor Services, U I4 
businesstoday.in/dtz-nangpa! 


one is already paying a premium, then why should h 


pay solatium, and look at R&R and employment. Wi 
not look at large sized projects that will aflect us because 
of the Land Acquisition Act,” he concludes. Solatiun 
word with Latin roots, stands for compensation givet 

a solace to acquire a piece of land where the landownet 
is emotionally connected to the land. 


Given the escalating cost of land. Modi s missi 
a project he committed hin 


looks like dà disli 


dream, according to Raheja. Indeed, without real estat 


building 100 smart cities 
self to in his election campaign 


companies promoting the newer cities. the project mi 
be a non-starter. But pricing is just one of the many pt 
lems with the new Land Acquisition Act 


Time Consuming 
[he 1894 Act enabled the state governments to acquire 
land on behalf of a company. But lately the states 


found it tough to acquire large swathes ol land loi 
projects. Consider the 
amples of Posco s 

plant project in Odisha ant 
[ata Motors Nano plant 
in Singur. West Bengal 


"Landowners 
would not 
budge. 

We finally 
convinced 
the local 
authorities 


Ravi Uppal tities 
Group CEO and MD/JSPL 


Both the projecis were 
stalled when village! 
cided not to allow industri 
alisation, resulting in huge 
losses to the í impani 
Posco is still stu 
Odisha, and Tata M 
moved its plant LO Giujarai 


n 2008. when Modi wa 


the chief ministet 
rhe new Act man 
dates thal 1 C land d 


quirer — either the state 


will have to tak: 
consent of the displaced. H 
land is acquired for publi 

private partnership projects, consent ol 70 per cent ol the 


affected parties will be required, while tor private projects 


80 per cent consent is mandatory. This is in addition to 
doing a social impact assessment and R&R 

Given the complete process. which is deemed comple» 
by many, the time to acquire land is estimated to be 
around 56 months by industry bodies and consultan 
jut the complete procedural rules. based on the pti 
sions of the Act, are vet to be laid down. The states will 


play an important role in making the rules and proci 


dures, like the time period for taking consent. doing 

social impact study and creating processes lor R&R, and 
other such rules. “One does not know the rules. 1 hey art 
vet to be notified. The present legislation will neither help 








arly last year, a large French 
E equipment manufac- 

turer had bought more than 
50 acres of land from farmers in 
Gujarat to set up a plant. But only 
to realise later that the land had 
already been acquired by the state 
government. The company execu- 
tives and a handful of lawyers went 
and met one of Narendra Modi's of- 
ficials and discussed the problem. 
Modi was then the chief minister of 
the state. 

The official ruled that even 
though the company had bought 
the land from the farmers, it still 
had to pay the government pre- 
scribed "jantri" or area rate. The 
legal tangle did not stop the com- 
pany's work and within six months 
the land was awarded to them. 
"The company had to pay more, 





the farmers nor the industries," says Anil Swarup. 
Chairman of Prime Minister's Project Monitoring Group 
(PMG), a body that works with various ministries to facili- 


tate large project clearances. 


Nobody would acquire land for projects if the process 
takes inordinately long. say industry sources. Ramesh 
Menon. Director, Global Initiative for Restructuring 


SOU EV Land Acquisition 


but the relief was quick. The people 
in the government are forthcoming 
and help the industry," says a law- 


: yer who went to Gujarat to get the 


clearance for the French company. 
Indeed, to encourage farmers 


. to willingly give their land for in- 
. dustrial projects, the Gujarat gov- 
: ernment promises to make them 


"partners" in the developmental 
projects. The state pays market 


3 prices for the land to the displaced. 


It also provides employment to 


. amember of each family whose 

: land is acquired. "The best answer 

: of acquiring land lies in Modi's 

: Gujarat model - partnership and 

. negotiation. Every community and 

. micro-market needs a different ap- 
: proach,” says Lalit Jain, Chairman 

. of Confederation of Real Estate 

: Developers' Associations of India. 


acquired vet 


Environment and Management, further points out that 
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villagers 
are not 


it is the 


against land 
acquisition, 


middlemen’ 


B. Muthuraman 
Vice Chairman/Tata Stee! 





A recent report by the World 
Bank and the World Economic 
Forum - called the Best Practices 
to Improve the Business Environ- 
ment across India - mentions that 


: the Gujarat Industrial Development 


Corporation has made land acquisi- 
tion in the state simple by using 
scientific methods to determine 


: the market price of the land. It 
: ensures that the landowners are 


not taken for a ride. 
In the past couple of years, 


three major land disputes were 


reported in the state. But Gujarat's 


. track record appears better than 
' most other states in the country. 


all projects which did their viability reports before August 
2011, when the new Act was conceptualised, have to 
necessarily revisit their numbers if the land hasn't been 


Earlier, the acquisition process used to take three 


years but with the new policy it may take up to five vears. 
It should not be more than 18 months." says L. 


"Often the 


Madhusudan Rao. 
Executive Chairman. Lanco. 
The company's 1,320 meg- 
awatt power plant project in 
Dhenkanal district in 
Odisha got delayed because 
of land acquisition woes. 
Institutional investors 
are no less worried even 
though they agree that the 
earlier law shortchanged 
landowners. "There are 
various aspects that are un- 
clear. rendering greater un- 
r certainty on the feasibility 
for such land acquisitions. 
The primary debate is 
whether the larger govern- 
ment intervention and 


Interview with Sachin Sandhir 
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The land acquisition process will be 
more lengthy and v4 under the 
C 


new Act, making it difficult 


for private companies 


The Social Impact Assessment is 
likely to delay the process of land 
acquisition, which might increase 
project cost 


Large patches of land acquisition 
for smart cities will be difficult as 
it will require 7O per cent consent 
for public-private partnerships 


Government will have to shell out 

huge cost to pay two to four times 
of market value and further spend 
on rehabilitation and resettlement 


Land — for private projects 
will need 80 per cent consent from 
affected families, which will be a big 
problem 


In case the acquired land remains 
unutilised for five years after 
acquisition, the Act empowers states 
to return the land either to the owner 
or to the State Land Bank 


lengthy process of acquisition will make projects unvia- 


ble," says Archana Hingorani, Chief Executive Officer of 


IL&FS Investment Managers. 

But there are some who do not agree that the Act has 
severe shortcomings. "I don't see there is a problem," says 
Vinayak Chatterjee, Chairman of consultancy firm 
Feedback Infra. Chatterjee argues that the "law" is a 
policy framework which translates into rules and proce- 
dures. "Many of them can be collapsed and the time pe- 
riod can be reduced to one and a half years,” he com- 
ments. One way possible is taking consent and doing the 
social impact study simultaneously. instead of doing them 
separately, he adds. 


The Other Parties 

There are other sets of stakeholders, besides the buyer and 
the seller, who might use the law for their own benefit. 
Whenever a large group wants to acquire land, or when 
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a township is created, apart from local politicians, there 
are many more who want to reap the benefit. For exam- 
ple, Gurgaon, the satellite township of Delhi, which has 
grown manifold in the last decade, has more than 1.000 
real estate brokers. They play an important role in jacking 
up land prices. "In India, it is very difficult to buy land 
from people if you tell them that Reliance or Jindal is set- 
ting up a plant in their area. Land is purchased secretly 
through brokers," says a chief executive of one of the large 
infrastructure companies. 


The new Act provides no way of controlling this grow- 
ing menace. "Often the villagers are not against land ac- 
quisition, it is the middlemen. The process of consent 
should be devoid of unruly elements," says Muthuraman. 

Some suggest that the adoption of technology on a 
large scale will make the land acquisition process trans- 





“With the cost in terms of time 
as well as money multiplied 
manifold by the Act, no new 
land acquisition has taken 
place since January” 


Arvind Panagariya 
Professor, Columbia University 


parent. This will help in keeping politically motivated 
people away. PMG's Swarup suggests that the entire proc- 
ess of acquisition should be digitised and be publicly avail- 
able on the Internet. He had done so with projects stuck 
because of lack of environment and forest ministry clear- 
ances. Digitisation has partly helped Swarup clear projects 
over 500,000 crore. From submission to the clearance 
of the project, the entire process was digitised. Earlier, no 
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one knew where the project was stuck. After digitisation, 
anyone could know the status of the project and com- 


municate with the respective departments. 

In India, industry occupies only three per cent of the 
country's land. In more developed countries like Japan 
and the US, industries take up to seven per cent. India has 
a long way to go, but there is little land available. One- 
third of the land is under reserved forest, which cannot 
be touched. Then, there are water bodies, and a huge part 
of the remaining land is for multi-crop irrigation, which 


cannot be put to commercial use as over 60 per cent of 


the population feeds on income from agriculture. 
DMIC's Kant is in favour of urbanisation as the agri- 


economy is growing at a dismal two to three per cent. “If 


the country has to grow faster, the manufacturing sector 
has to play an important role and for that more land is 
required," he says. India will need to build 700 to 900 
million square metres of commercial and residential 
space, 350 to 400 km of metros and subwavs and 
19,000 to 25,000 km of road lanes every year to support 
its growing urbanisation consultancy firm McKinsey 
estimated in 2010. The requirements would have only 
gone up now. 

"Coping with the enhanced project costs resulting 
from the new Act might be a severe setback for infrastruc- 
tural development and urbanisation attempts,” says Anuj 
Nangpal, Managing Director, Investor Services at con- 
sultancy firm DTZ. 
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“| don't see 
a problem. 
The law is 
just a policy 
framework 
which 
translates 
Into rules" 


Vinayak Chatterjee 
Chairman/Feedback Infra 








Interview with Archana Hingorani 
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The new Act needs to go, or be overhauled. says the 
industry. "The challenge for the next government is how 
to grow India's manufacturing capabilities and create 
more jobs. The Land Acquisition Act in its present form 
needs to be scrapped and rewritten if the new government 
seriously wants to do development.” says Sunil Kanoria. 
Vice Chairman of Srei Infrastructure Finance. He also adds 
some companies would also pay a higher price if they are 
convinced that the land can be acquired quicker. but even 
that does not happen. 

Kant is optimistic. He believes that the central gov- 
emment can modify the Act as per requirements. But 
then there is a widespread belief that the entire act needs 
to changed. "If it is believed that the new government can 
improve this act just by 
modifying it, then it is a mis- 
guided belief. The entire act 
itself is flawed,” says S.V. 
Goyal, CEO, Reliance 
Reliance Industries. 

An amendment to the 
Act, if attempted, will re- 
quire it to be cleared by both 
houses — the Lok Sabha and 
the Rajva Sabha. Even 
though the ruling NDA has a 
clear majority in the Lok 
Sabha, it is in a minority in 
the Rajya Sabha. To bring in 
any changes in the new Act, 
the government will have to 
evolve a consensus with the 
opposition parties and that 
ma y 
"However, there's still 
chance of holding a joint parliament session to find a way 
out, says Upasna Bhardwaj, Economist at ING Vysya 
Bank. Panagariya suggests abandoning the new Act and 
bringing back the earlier law after amending it to address 
the genuine grievances of those whose land was acquired 


prove elusive. 


without due compensation. 

However, it doesn't seem that the Modi government has 
any intention to amend or overhaul the new Act. Just after 
getting sworn in as the Minister of Rural Development. 
Gopinath Munde told The Financial Express that the Act was 
a "very good" legislation, which the BJP had supported. 
“Now it is my responsibility that this law should be imple- 
mented. I will do this rigorously. For last 20 years, people 
were demanding this new legislation," he said. All eyes will 
be on Prime Minister Modi and his team to see whether they 
persist with this stance in future or heed the calls of the 
Indian industry and change course. @ 


@SunnySen; Gsarikamalhotra2; @manukaushik 
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LIGHTEN 


THE NEW GOVERNMENT MUST 
INITIATE URGENT TAX REFORM 
TO ENCOURAGE COMPANIES AND 


REVIVE INVESTOR CONFIDENCE. 


By ANILESH S. MAHAJAN and GOUTAM DAS 


-- 
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Google search for 'tax terrorism in 
India' returns nearly eight million 
results. Most of it is junk — every- 
thing from advice on containing 
militancy to the activities of the ter- 
rorist group Lashkar-e-Taiba. But 
pages after pages are also about the 
acts of India's income tax depart- 
ment, whose officials have slapped 
tax evasion cases against several 
companies including Vodafone. 
Nokia, Shell India, and General 
Electric in the recent past. 

The catchphrase became popular after the Bharativa 
Janata Party (BJP) mentioned it in its manifesto for the 
Lok Sabha polls, where the party won a landslide vic- 
tory. Indeed. soon after taking charge of his office, Law 
Minister Ravi Shankar Prasad said: "Retrospective taxes 
should be avoided in the maximum. Our larger view is 
that the fiscal, policy and taxation regime must be evi- 
dent because India needs investment... Those who invest 
in India may not have to face uncertainty." 

It is easy to see why the phrase "tax terrorism" 
caught on. As of December 201 3, there were 45 corpo- 

rate cases where direct-tax demands were more 

than 3500 crore. Overall, outstanding corpo- 

rate tax demands from both listed and unlisted 

companies stood at a staggering 12,460,416 crore. 

* To add a bit of perspective. this is more than half 

| of the corporate tax (14,51,005 crore) for 2014/15 

| estimated in the interim budget announced in Februarv. 
A (See Taxing the System on page 32). 

The inflection point for “tax terrorism” came in 

2012 when the government retrospectively amended 

a law to tax mergers and acquisitions between any two 
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companies if the underlying assets were 
in India. The trigger was a 2007 deal in 
which mobile-phone operator Vodafone 
bought Hong Kong-based Hutchison 
Group's stake in local telecom services 
provider Hutchison Essar. It was an ofl- 
shore deal since the Vodafone and 
Hutchison group companies that bought 
and sold shares of Hutchison Essar were 
based out of India. But tax authorities 
held the deal was taxable in India be- 
cause profits were realized from the indi- 
rect transfer of a local asset. Tax claims 
slapped now total 320,000 crore, includ- — —— 
ing penalty. However, the Supreme 
Court ruled in Vodafone's favour. Soon 
after the judgement, the government 
amended rules which allowed it to claim 
tax retrospectively on such transactions, 
eflective April 1962. 

No one knows for certain how many 
cases tax authorities have opened evok- 
ing the retrospective amendment. 
Depending on whom you speak to, the 
number could varv from 20 to 100. One 
known case is that of Scottish explorer 
Cairn Energy. The company’s bid to sell a 
10 per cent stake in Cairn India was 
halted by tax authorities earlier this year. 
They alleged the company made capital 
gains of 324,500 crore in 2006/07 when 
it amalgamated its group companies and 
assets, some of them foreign ones, under 
the umbrella of Cairn India. The company 
says there were no capital gains since it 
was an internal reorganisation. 

The dispute has hurt Cairn Energy. 
The company's shares on the London 
Stock Exchange fell from 268 pence on 
january 14, a day before the tax notice was issued, to 
151.3 pence on March 24. "The company plans to invest 


$400 million in projects from North Sea to the shores of 


North Africa," says an executive who does not want to be 
named. "Now things cannot move at the anticipated pace." 
Such cases have affected foreign direct investments into 





The five-tier structure to 

resolve disputes between 

authorities and taxpayers 
takes a long time to 
reach a conclusion 


(organisational Level 
ESTIMATED TIME 


Assessing Officer 
1-2 YEARS 


Commissioner 
of Income Tax 


(Appeals) 
4 YEARS | 


Income Tax 
Appellate Tribunal 


2-3 YEARS 


High Court 
3-5 YEARS © 


Supreme Court 


5-8 YEARS 


Source: FICCI 


India. “The first thing as an investor I look 
for is the pattern of policies,” says Ravi K. 
Mehrotra, Chairman of London-based 
Foresight Group. which has invested in 
retail and oil exploration sectors. "I would 
be scared to put in money where the gov- 
ernment changes law in such a way." 

So what can the BJP-led government 
under Prime Minister Narendra Modi do 

Taxation experts Business Today spoke 
with say there is an easy way out 
amend the amendment. "The govern- 
ment can make the law prospective," says 
Dinesh Kanabar, Deputy CEO at consul- 
tancy KPMG India. “The amendment 
should be made effective from April 1. 
2013. because it was introduced in par- 
liament in the Finance Act, 201 2. This is 
the correct way to go ahead." he adds. 

Mukesh Butani, Managing Partner at 
professional services firm BMR Legal. savs 
repealing the law would mean the 
Supreme Court decision in the Vodalone 
case stands. "Even if vou forgo taxes, you 
will buy a lot of goodwill. The second op- 
tion before the government is to go ahead 
with arbitration [Vodafone wants arbitra 
tion under the India-Netherlands bilateral 
investment treaty |. However, the govern- 
ment will cut a sorry figure il it goes in 
favour of Vodafone," he says. 

It's early days vet but the Modi gov- 
ernment is sending out the right signals. 
Law Minister Prasad's comments are re- 
assuring for Ajay P. Singha, Executive 
Director at the American Chamber of 
Commerce in India, an industry body that 
has been demanding simplification of 
taxation, more transparency in govern 
ment contracts and a better investment climate. "There are 
investors queuing up to invest in India. If Mr Jaitley | Arun 
jaitley, the new finance minister] happens to bring in these 
changes, tax revenue will also increase," he says. € 


@anileshmahajan, @Goutam20 


June 22 2014 BUSINESS TODAY 53 





Au [3:9 310: 4 Companies Act 









OVERDOING 
THE 
VIGILANCE 


IN ITS ZEAL TO 
PREVENT FRAUD, 
THE NEW COMPANIES 
ACT HAS MADE 
NORMAL CORPORATE 
FUNCTIONING » 
NEAR-IMPOSSIBLE, P 
FEELS INDUSTRY. : 1; 


By TINA EDWIN 





ndia Inc's unhappiness with the Companies Act 
2013 is not limited to issues such as appointing 
independent directors, a woman director, audit 
rotation or even the mandatory corporate social 
responsibility (CSR) requirement. It's everyday 
operational issues that are raising anxiety levels 
of promoters, professional managers and their 
legal teams and auditors. 

The problems started with the manner in which the 
Act was rolled out. There were two problems with the 
approach. First, the United Progressive Alliance (UPA) 
government opted for a phased implementation of the 
new Act instead of full-scale one. Two, most rules that 
make the Act effective were made public only in the last 
week of March and companies were expected to comply 
with them from April 1. This is in sharp contrast to a 
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globally accepted practice of giving companies a vear or 
two to familiarise themselves with a new regulatory re- 
gime before it comes into force. To make matters worse. 
in some instances, the final set of rules were more strin- 
gent than the draft rules put to discussion, and in other 
instances, they seemed to be in conflict with the Act itself. 
It also turns out that the government did not follow the 
prescribed practice of notifying the rules through the 
gazette before the effective date — and this is causing some 
confusion whether the effective date should be read as the 
date of the gazette notification. 

The industry is in a situation where it has to refer to 
both the 1956 and the 201 3 versions of the Companies 
Act and their rules before taking or acting on any deci- 
sion, says Harinderjit Singh, Partner, Price Waterhouse 
in a recent media briefing. But that's a small problem. 


Bigger problems arise in complying with 
the law. Major areas of concern include 
laws on related-party transactions, capi- 
tal raising, directors’ liabilities. prison 
terms for contravention of the law, fraud 
reporting and whistle blowing. The fear 
is the new law will make carrying on 
business extremely cumbersome and 
even restrict normal operations. 

Consider, for instance, the rules on 
related parties. The definition of relatives 
is compact in the final set of rules but 
what's worrying industry is the wide 
ambit of related-party dealing. That af- 
fects not just who can be an independent 
director of a company or its auditor but 
who can vote on board and shareholder 
resolutions where it involves certain 
transactions between companies. 
Private, closely held companies would be 
worst hit by the tightening of rules on 
related-party transactions. 

The new law requires some related- 
party transactions to be cleared by a spe- 
cial resolution of shareholders of the com- 
pany and bars a shareholder who is a re- 
lated party from voting. However, all re- 
lated parties may not be an interested 
party in the relevant transaction but that 
distinction has not been made in the law. 
“This can create a problem in smaller or 
closely held companies where all share- 
holders are related parties. Therefore. ob- 
taining shareholder approval in such in- 
stances for related-party transaction may 
not be possible,” points out Bharat Anand, 
partner at law firm Khaitan and Co, 

These rules. he added, were imported 
from UK Listing rules, where it applies 
only to UK-listed companies. It is, there- 
fore, illogical to apply these rules to 
closely held companies in India. 

Capital raising is another area of 
concern, and particularly preferential 
allotment of shares. The rules have been 
changed to make it similar to private 
placement, where the company is re- 


quired to issue an offer letter, make various disclosures 
and specify dates when the preferential offer will open. 
Another issue is that non-convertible debentures 





Major pain points of the 
new Companies Act 


MANDATORY CSR 
SPENDING 


Companies have to 
spend two per cent of 
average profits of past 

three years on CSR 
activities. Only those 

activities specified by the 
Companies Act as such 
constitute ‘CSR’ 


INDEPENDENT 
DIRECTORS 


All public listed 
companies and certain 
unlisted public companies 
have to appoint 
independent directors. 
A fixed term and 
restrictions on who can 
be appointed means very 
few people are eligible 


MANDATORY ROTATION 
OF AUDIT FIRMS 


Audit firms can be 
appointed for a maximum 
two terms of five years 
each. The law applies 
with retrospective effect 
so companies will have to 
find new auditors in 
three years 


FRAUD REPORTING 


Definition of fraud 
includes any act of 
omission, concealment of 
fact or abuse of position. 
It invites criminal liability 
involving imprisonment 
instead of civil liability 


(NCD) can be issued for a five-year term, which many see 
as restrictive as it is a norm to issue long-term debentures. 


Companies have also been restricted 
from extending loans to directors as well 
as to other companies with which a di- 
rector of the company is associated. The 
new law also places some restrictions on 
lending to subsidiaries and associate 
companies and specifies when exceptions 
can be made. Likewise, inter-corporate 
loans have also been restricted and such 
loans can be extended at a specified rate 
of interest. This measure will hurt pri- 
vate companies the most. 

Restrictions placed on setting up 
multiple layers of subsidiaries is another 
pain area for companies. The new law 
allows companies to have only two lay- 
ers of investment subsidiaries, with an 
exception allowed for foreign acquisi- 
tions. This means corporate groups will 
need to change the structure of their 
businesses in the future. 

Indian subsidiaries of multinational 
corporations will face problems commit- 
ting funds to CSR requirements because 
such contributions are not allowed un- 
der the Foreign Exchange Management 
Act. Their contributions under CSR re- 
quirement to charitable organisations 
will be subject to the Foreign 
Contribution Regulation Act. 

Most changes in the Companies Act 
were made to enhance the level of corpo- 
rate governance and protect minority 
shareholders' interests. as a reaction to 
corporate scandals such as promoters 
siphoning out funds from companies as 
in the case of Satyam Computer. The CSR 
requirement was meant to ensure com- 
panies' growth is linked to sustainable 
development. 

But the government seems to have 
gone too far with its concerns. 
Companies had raised many concerns 
and sought many clarifications of the 
draft rules, most of which were over- 
looked when the final rules were issued, 
they complain. Their last hope is that the 


new Finance and Corporate Affairs Minister, Arun 
Jaitley, will postpone implementation of the law for a year 
and review each rule before it is implemented. 


@tinaedwin 
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arendra Modi will not need econo- 
mists to decode the stubbornly 
high rate of inflation. An action 
plan on tackling food inflation, 
submitted to former prime minister 
Manmohan Singh three years ago. 
is perhaps still lying in a dusty cor- 
ner of the Prime Minister's Office. 


THE NARENDRA MODI 
GOVERNMENT NEEDS TO 
UPDATE MANY RULES 
AND REGULATIONS TO — — 
CREATE JOBS, ELIMINATE — ms O Ae en 
CORRUPTION AND PROMOTE ©; =! throu en mens 


MC mandis in their state. The produce moves from the 


ECONOMIC GROWTH broker to wholesalers, traders and finally retail consum- 
a 


ers. "That's where farmers have a short hand. because 
By TEAM BT \PMC markets are captured by these big commission 


agents and they are charging hell for a five-minute job 


The country's 1 5th prime minister 
now has to walk the talk as infla- 
tion tops the agenda of the new 





BJP-led government. The action 


of auction,” says Ashok Gulati, chair professor for agri- 








ENVIRONMENT 
PROTECTION ACT 
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culture at the Indian Council for Research on 
International Economic Relations. The agents generally 
take around 15 per cent commission, though the norm 
is about six per cent at the Azadpur mandi in Delhi and 
eight per cent in the Vashi market in Navi Mumbai. 

Sometimes. a few middlemen create a cartel of sorts 
to jack up prices. This was evident when onion prices 
skyrocketed to 1100 a kilo just before assembly elections 
in four states last December. The intention behind the 
APMC Act was to create a market for farmers to sell their 
produce. However, that aim is defeated, as traders and 
middlemen make big money. One could even argue that 
the runaway inflation of recent years is partly caused by 
the APMC Act. Some claim that overhauling the entire 
Act would be too drastic, but if, as a first step, the govern- 
ment removed fruits and vegetables from its purview. it 
would go a long way in taming inflation. 

The Model APMC Act, which the central government 
recommended to the states in 2003, already lays down 


a good roadmap, having identified the shortcomings of 


the prevailing agricultural marketing system. But its 
adoption and implementation have fallen short of expec- 
tations. “One of the reasons for the lukewarm response 





0 ensure... 
youth are not 
exploited and 
companies are 
not locked into 
guaranteeing 
employment 





S. Ramadorai 
Chairman/ National 
Skill Development 
Corporation 








| More on the APMC Act's shortcomings at i 


| www.businesstoday.in/apmc-shortcomings 


Under the Agriculture Produce 
Marketing Committee Act, farmers 
can sell only through APMC 
markets, where a cartel of sorts is 
created, resulting in unfair pricing 


Industries impacted include 
agribusiness, food processing and 
modern retail 


Removing fruits and vegetables 
from the APMC's purview could be 
the first step towards abolishing 
the Act 


Companies are required to absorb a 
percentage of the apprentices they 
train, which places an unnecessary 
obligation on businesses 











Industries impacted include 
IT, ITeS, engineering and 
infrastructure 


Can hire and train more people if 
this regulation is junked 












5 [3:11:14 Legal Reform 





Companies that employ more 


than 100 workers need to seek 
permission from the government 
before firing even a single worker 


All manufacturing companies are 
subject to this law- 


A change would give companies 

pee flexibility in hiring and 
iring, which could improve 

productivity and efficiency 





If the initial town 
planning process 
Is done 





Venkatesh 
Gopalkrishnan 
CI0/ Shapoorji Pallonji 
Real Estate 





Environment clearances are required 
for construction of a new project, 
expansion and modernisation 


Industries affected include real estate 
and construction 


This regulation duplicates the 
process for a builder, as environment 
approvals are already taken when the 
bidon gs clears town planning. 

emoval would cut down on delays 
and corruption 
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SHEKHAR GHOSH 





Legislative overhang: A housing complex being 
built by ATS Infra at Noida, UP 


from many states is the conflict of interest that exists 
when the market operator — the state Mandi Board — and 
the regulator (the state government's agriculture mar- 
keting department) are the same,” says S. Sivakumar, 
Chief Executive (Agri) at ITC Ltd and Chairman of the 
Confederation of Indian Industry's (CII's) National 
Council on Agriculture. Early this year, even Congress 
Vice President Rahul Gandhi had urged a dozen 
Congress-ruled states to remove fruits and vegetables 
from the purview of the APMC Act. 


Jobs for Everyone 

In its manifesto, the BJP has said it plans to create 250 
million jobs over the next 10 years. It plans to do this by 
encouraging fresh investment, clearing pending projects 
and promoting skill development, among other things. 
However, it will face roadblocks in the form of outdated 
ruies and regulations, especially for small and medium 
enterprises (SMEs), and the unorganised sector. 

For instance, the Industrial Disputes Act, 1947, re- 
quires companies that employ 100 or more workers seek 
government permission to fire even a single worker. The 
regulations also bar companies from downsizing their 
workforce in a hasty manner. This encourages SMEs to 
stay small, at least on paper. employing less than 100 
permanent workers, making do with contract labour. 

In India, labour laws preceded industrialisation. “So 
they are archaic,” says B.C. Prabhakar, a director at 
software major Wipro. "The practical aspects of running 
an industry are not addressed by our labour laws." 

The regulations for shutting down a factory are 
cumbersome, too. Entrepreneurs must seek government 
permission three months in advance. Prabhakar says: 
"This is driving me not to take permanent employees, 
but to use contract labour. The Act is not applicable to 
contract labour. This is hampering investment." 






Companies are subject to a large 
number of labour compliance 


The labour commissioner has the 


Many industrialists, as well as the CII, have argued that 
restrictions on exit deter entry. If companies cannot fire 
unproductive employees, they won't look for better ones. 
This archaic regulation has implications for the country's 
manufacturing competitiveness. India has a target of creat- 
ing 100 million manufacturing jobs by 2022. 

The law doesn't encourage companies to train people 
either. The Apprenticeship Act, 1961, requires that à 


o weather too extveme for us 






of 
running an 

AK Do industry are not 
WON addressed by 
B.C. Prabhakar our labour laws 


Director/ Wipro 


company absorb a minimum percentage of the people it 
trains. This deters companies from taking on more appren- 
tices, they are then obligated to hire them irrespective of 
vacancies and requirements. Oddly, the Act does not 
specify the actual percentage of trainees companies should 
absorb. “The unstated mandate makes many companies 
nervous about even reaching out to apprentices,” says 
Rituparna Chakraborty, Co-Founder and Senior Vice 
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Need to address industry concerns 
over slow grant of approvals for 


Industries impacted are 
pharmaceuticals and health care 


A simplified procedure would 
encourage drug discovery 


There is a clear 





or new 
rugs. There is a 
lot of angst as far 
as clinical trials 
are concerned 


President, TeamLease, a human resource services ci impany. 

A small change in the Act would encourage companies 
to take on more apprentices. Those who are not absorbed 
by the company that trains them would at least gain some 
work experience and be more employable. S. Ramadorai. 
Chairman of the National Skill Development C rporation 
and National Skill Development Agency, says India ur- 
gently needs to look at simplifying the Act to ensure twin 
objectives: one, that youth are protected from exploitation 
and not given low salaries in the guise of apprenticeship; 
two, that companies are not locked into guaranteeing em- 
ployment and their business cycles are taken into account. 

Amending the Inter-State Migrant Workman Act. 
1979, would make it more effective in addressing the prob- 
lems of migrant labour in India. The purpose of the Act was 
to protect the rights of migrant workers by specifying mini- 
mum wages. Today, 25 to 35 per cent of labourers are mi- 
grants. Take, for example, workers who migrate from Bihar 
to Mumbai or locations in Gujarat, or from the Northeast to 
Bangalore to work in industries such as health care and 
tourism. The Act does not specify skill sets, but lays down 
the minimum wage. “The governing policy and regulatory 





Satish Reddy 
President/ IPA & 
Chairman/ Dr Reddy's 
Laboratories 
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ecosystem is inadequate, leading to exploitation of work- 
ers by the private sector,” says R. Raghuttama Rao, MD, 
ICRA Management Consulting Services. 


Cutting Down Corruption 

Black money and corruption is on the new govern- 
ment's priority list. During the UPA regime. corruption 
in 2G telecom spectrum allocation and granting of coal 
mining rights was mainly due to the lack of policy or 
clarity in the policy. Many have argued that the unnec- 
essary rules and regulations outlined in some laws are 
the breeding ground of black money and c ruption. 

Real estate is an industry associated with these prob- 
lems, so that projects get cleared by government agen- 
cies. Take for instance, the Environment Protection Act, 
L986. The rules require builders to take environment 
clearances for a new project, for expansion and redevel- 
opment. This duplicates the process for builders. as en- 
vironment approvals are taken at the initial stages, 
when the state clears the town or city plan. A city plan 
broadly outlines the areas reserved for residential, indus- 
trial, non-polluting industry, empty spaces and green 
zoning. “If the initial town planning process is done 
properly, the approval process for a developer should be 
last," says Venkatesh Gopalkrishnan, Chief Investment 
Officer, Shapoorji Pallonji Real Estate. The environment 
ministry's approval takes six months to a year. "The 
duplication in guidelines has created a window for cor- 
ruption,” says a developer on condition of anonymity. 

As with environmental issues, there are multiple 
layers for clearance at various stages under the Land 
Acquisition Act, 201 3. Environment and social impact 
studies are mandatory for new projects, “This increases 
the time for acquisition of land for projects," says Rao of 
ICRA Management Consulting. 

some say the Modi government may use ( ;ujarat's 
new land acquisition policy as a model to amend the 
Land Acquisition Act 2013. Rao adds: "Gujarat has 
probably one of the better land policies.” 

Another law, the Building and Other Construction 
Workers Act, 1996, is also a hurdle. It applies to unor- 
ganised labour in the building industry (labour in 
manufacturing comes under the Factories Act). The 
law requires employers to ensure welfare measures 
and safety precautions, and also specifies technical 
aspects regarding tools, machines. and medical facili- 
ties, among other things. This Act gives the labour 
commissioner wide-ranging 
powers to ask for compli- 







ance and harass em- 
ployers for even mi- 
nor violations. 

Modi. as chief 
minister of Gujarat, 
had often talked of 
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Procedures under the SARFAESI 
Act, 2002, and Debt Recovery 
Tribunals are time-consuming 


Industries impacted are banks and 
financial services 


Urgent need for additional DRTs 
and special benches in high courts 
to deal with defaulters 


24X7 power in his state. Private-sector power companies 
ramped up capacity in the last decade, as chief minister 
Modi eased the process for the industry. As Prime Minister. 
he is now expected to boost the power sector. which is 
struggling due to insullicient coal supply. 

Experts say that encouraging competition in power 
distribution would make life easier for consumers by 
lowering electricity charges. Currently, the wire (trans- 
mission lines from transformers to households) and retail 
power distribution businesses are handled by a single 
distribution company, as the licence for these is a com- 
posite one under the Electricity Act, 2003. If segregated, 
the wire business would serve as a common carrier for all 
distributors, and the retail business could be opened to 
multiple companies in the same area. This would let 
consumers choose their power distributor based on price 
and service quality. A good example of such a system is 
the telecom industry, where the consumer does not care 
which tower transmits the signals. 

In banking. rising bad loans are choking the sector's 
balance sheet. because of delays in seizing assets as promot- 
ers or entrepreneurs go to court to halt debt recovery. 
Often, suggestions to improve laws comes from within an 
industry, but in the case of banking. Raghuram Rajan. 
Governor of the Reserve Bank of India (RBI). has talked 
about overhauling the legal infrastructure for bad assets. 
"We could wish for a more effective judicial process or a 
better bankruptcy system, but while we await that. we 
have to improve the functioning of what we have," Rajan 
said soon after taking over as Governor. 

A recent RBI working paper suggested changes in le- 
gal infrastructure such as additional debt recovery tribu- 
nals (DRTs), a special cadre of officers for DRTs. a separate 
bench for cases under the Securitisation and 


Reconstruction of Financial Assets and Enforcement of 


Security Interest Act, 2002. (SAREAESI) and the setting 
up ol a special bench for corporate cases in every high 
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. but while we 

Wait, we have 
to improve the 
functioning of 
what we have 


Raghuram Rajan, 
Governor/ Reserve Bank 
of India 


court. It is well known that infrastructure is à major issue 
lor the functioning of DRTs. "Most DRTs are sparsely 
stalled, with matters getting adjourned on a regular basis 
due to the absence of officers to conduct proceedings,” 
says Cyril Shroff, Managing Partner at legal firm 
Amarchand & Mangaldas & Suresh A. Shroff & Co. 

Another industry hoping for a boost from the Modi 
government is pharmaceuticals. The BIP's manifesto 
touches on intellectual property issues, and there is much 
anticipation of some action by him. The industry is heavily 
dependent on the US, a country with which Modi's ties 
have been somewhat strained in the past. Indian pharma 
has long argued that big pharma companies in the US are 
lobbying their government to put pressure on India to 
amend its intellectual property laws. For instance. 
Pharmaceutical Research and Manufacturers of America. 
an association of major US drug companies, has pointed to 
"India's ulterior motive to promote domestic industry and 
lorce localisation of capital" in a statement before the Us 
International Trade Commission on January 30 this vear. 

The other major set of issues for Indian pharma com- 
panies is related to the domestic environment. which they 
say is less and less conducive to research and innovation. 
Take the Drugs & Cosmetics Act, 1940. A bill to amend it 
is pending before the Rajya Sabha since August last vear. 
The industry wants provisions that will address its con- 
cerns about the slow grant of approvals for clinical trials to 
launch new drugs. among other things. Suneela Thatte., 
President of the Indian Society for Clinical Research. points 
out: "Going by health ministry 
figures, only 13 approvals 
were given for clinical tri- 
als last year, and this 
means, in a sense, we 
have gone back to the 
levels at which we were 
back in 2005." 







Satish Reddy, Chairman of drug maker Dr Reddy's 
Labs and President of the Indian Pharmaceutical 
Alliance. an industry body. says: “There is a clear 
slowdown in the process of granting approvals for new 
drugs. As for clinical trials. there is a lot of angst as far 
as the industry is concerned, and some companies are 
shifting clinical trials outside the country. This is a big 
concern. The industrv also needs greater clarity on the 
drug pricing policy." 


Need for New Acts 
Tweaking or rewriting existing laws won't be enough. 
A couple of new Acts are expected to come up before the 
Modi government for approval. One is a law that would 
make the Forward Markets Commission an independent 
regulator for commodities markets. Another is to create 
a real estate regulatory authority at the state level is also 
pending. The previous government initiated major civil 
aviation reforms, such as the setting up of a Civil 
Aviation Authority (CAA) to replace the Director General 
of Civil Aviation (DGCA) by enacting a new law. Aviation 
reform is even more important since the US Federal 
Aviation Authority downgraded India's safety rating in 
January. "It is important to expedite the setting up of the 
CAA,” says Peeyush Naidu, Director at Deloitte India. 
Many experts consider aviation over-regulated. 
with excessive concentration of powers in the DGCA, 
through which the central government exercises its 
authority. Amber Dubey, Partner at KPMG India, says 
commercial airlines should be allowed to fly routes that 
are commercially viable for them, and not those dic- 
tated by guidelines. "The government must move out 
of too much interference in issuing licences for pilots 
and also aircraft procurement. as some procedures 
create bottlenecks and result in delays." he says. 
Some laws that affect sunrise industries need to be 
revised. For example. the fast-growing direct-to-home 
(DTH) industry needs better laws. "Broadcasting needs a 
new regulator and new legislation," says Jawahar Goel, 
Managing Director of Dish TV, the country's first DTH 


player. Currently, the Telecom Regulatory Authority of 


India (TRAD is the intermediary authority for licensing 
and regulation. Goel says the sheer volume of telecom- 
munications issues with TRAI makes a strong case for a 
separate authority for broadcasting. “Broadcasting isn t 
getting enough mind-space at TRAI,” he says. 

DTH guidelines could do with greater clarity. 
Currently, DTH licences are granted for 10 years, with 
no provision for extension. If a company’s licence is not 
renewed, it impacts its entire business model. Dish TV. 
which has invested hugely in its business and com- 
pleted 10 years, got a one-year extension last vear. 
TRAI is expected to submit a set of guidelines soon to 
Modi's cabinet, after which a timeframe for renewal 
will be drawn up. 











| More on the Aircraft Act's shortcomings at 
|, www.businesstoday.in/aviation-shortcomings 


— LAA 


Direct-to-Home licences are valid 
for 10 years, without any provision 
for long extension 


Industries impacted are DTH, media 
and entertainment 








Capital-intensive DTH requires 
regulatory clarity, with renewal for 
the longer term 





is not getting 
enough mind 
space at TRAI 


Jawahar Goel 
Founder/ Dish TV 


The office of the Director General of 
Civil Aviation gives little flexibility 
to airlines to chart out commercially 
viable operations plans 


Industries impacted are civil 
aviation, infrastructure and tourism 


Setting a civil aviation authority 
to replace the DGCA would give 
airlines greater freedom from 
government control 


Clearly, there is enough to keep Modi and his govern- 
ment busy for the next five years. € 
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KOLESIA A Agenda 


WHAT LIES IN STORE 


KEY PRONOUNCEMENTS OF SOME OF THE NEWLY APPOINTED MINISTERS 





Nirmala Sitharaman 
Minister of State (Independent Charge), 
Commerce & Industry 


"We have explained about FDI in 
multi-brand retail. It is probably not 
best opened up now because medium 
and small sized traders and small 
farmers have not been adequately 
empowered... if you open up the 
floodgates of FDI, it may affect 
them” 





Ravi Shankar Prasad 


Minister of Law 
Arun Jaitley "Retrospectivity in 
Minister of Finance law should normally 


be avoided, as it is 


“The challenges very evident that 
India needs 


are very obvious. foreign investment” 





Piyush Goyal 
Minister of State (Independent Charge), Power 


“The immediate task is to bring in 
quality and adequate power to all. i 
Gujarat has some great examples 
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Prakash Javadekar 
Minister of State (Independent Charge), 
Environment, Forests and Climate Change 


“We will ensure that environment 
becomes a public movement, and 
there is more convergence between 
environment and growth” 





Nitin Gadkari 
Radha Mohan Singh Minister of Road Transport & Highways 


Minister of Agriculture 


“We will launch a Prime Minister's 
Gramin Sinchayi Yojana to expand 
irrigation coverage and reduce 
dependence on monsoons. We will launch 
an agricultural income insurance scheme to 
provide compensation in case of crop damage 
arising out of factors like drought" 
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M. Venkaiah Naidu E 
Minister of Urban Development, | 
Housing and Poverty Alleviation 


"Housing is my 
passion. My priority 
will be to ensure 
housing for all b 
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Pusapati Ashok 
Gajapathi Raju 
— Minister of Civil Aviation 


Ram Vilas Paswan 


* ie Dietrihuti "| will discuss Air India's 
Minister of Consumer Affairs, Food and Public Distribution situation with the prime 


minister. We will have to analyse 


“Streamlining the working of FCI and the reasons for the losses. Is it 

i . , . o competition or something else?” 
making the public distribution system 

more effective will be a priority” 





June 22 2014 BUSINESS TODAY 65 


COVER STORY Labour Relations 


THE MANUFACTURING SECTOR CONTINUES 
TO STRUGGLE WITH LABOUR STRIFE. 
IT IS TI SOME SOUL SEARCHING. 





By GOUTAM DAS 


he new face of Karnataka's industrial 
rebellion is not an easy man to find. 
Prasanna Kumar's phone is incessantly 
busy. and when he does answer, he is 
either waiting to meet the chief minister 
or hobnobbing with the labour commis- 
sioner. Kumar has been busy otherwise. 
In the past few months he has been ac- 
cused at different points of instigating 
workers, threatening supervisors, and 
halting the India operations of the 
world’s largest automaker, Toyota. 

Kumar is 33 and heads the employees union at Toyota 
Kirloskar Motor Pvt Ltd. the Japanese company’s India 
joint venture. He has worked here for 14 years. Almost 
single-handedly, he ensured that for several days 4.000- 
odd employees stayed out of two plants the company runs 
in Karnataka. Between February 10 and March 15, he led 
the disruption of shop-floor operations at least 32 times, 
resulting in a production loss of 1,988 vehicles, according 
to the company’s lockout notice. 

It all began with workers taking one-hour-long toilet 
breaks. That soon spiralled into stoppages of production 
lines and full-day strikes. Finished ve- 
hicles were scratched with kev chains 
and supervisors abused. The company 
declared a lockout on March 16 as it 
anticipated "serious riotous acts" and 
"physical violence". It subsequently 
lifted the lockout. 

Kumar, seen by many to be politi- 
cally ambitious. was born and raised 
in the tov town of Channapatna 
where his family grows ragi and rice. 
He wasn't interested in the family oc- 
cupation and wanted to work in in- 
dustry instead. He joined Toyota soon 
after graduating from an Industrial 
Training Institute (ITI). His thin built 
and calm exterior masks his aggres- 
sive posturing. "[We want] salary 
hikes of 4,000 a month for all work- 
ers," he says, wearing a pair of blue 
jeans and matching blue shirt with 
sleeves rolled up when Business Today 
met with him at a labour office in 
Bangalore in March. The company 
was willing to pay 13. 100. It could not 
pay more, executives insisted, because 
business had slumped — the company —  ---7-7-777 
was using less than half its production KOU! 
capacity of 3. 10.000 vehicles a year. 

The union later agreed to the compa- 
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JAN-NOV 2013 


nv's offer but Kumar had a new demand. He wanted 
Toyota to take back 30 workers who had been suspended 
for indiscipline. The workers have now returned to work. 

"His aim is certainly not pro-company. | am not even 
sure it is pro-worker," said an exasperated Shekar 
Viswanathan, Vice Chairman and Director at Toyota 
Kirloskar Motor, in March. "Why are we having this prob 
lem: Because of a small group of chaps who don t believe 
in working, who are societal misfits,” he fumed, sitting al 
the calmer chimes of the Bangalore Golf Club, 40 kilom- 
eters away from the stress-filled air of Bidadi, where the 
plants are located. 

Toyota's problem is a manifestation of a much larger 
issue. Even after nearly two years since automaker Maruti 
Suzuki's Manesar labour strife. where a management 
representative was charred to death, the manufacturing 
sector has been slow to learn its lessons. A sprinkling ol 
new strikes in South India has followed the lull the North 
has seen after the Manesar blow-up. The manufacturing 
sector is still grappling with many of the same issues that 
plagued Maruti, such as contract labourers and their pay 
scales. Wage negotiations remain tricky as ever and disci- 
plinary measures appear like going to hell in a handbasket. 


The 
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| Interview with Toyota Kirloskar's Shekar Viswanathan at 
| www.businesstoday.in/toyota-viswanathan | 





The lowering of 
emphasis in the 
manufacturing 
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Tools Down: Prasanna Kumar (right), union leader at Toyota Kirloskar Motor, 
with a group of workers. Kumar led the disruption of work at the two plants of 
Toyota in Karnataka at least 32 times between Feb 10 and March 15 
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While labour unrest at automakers 
has remained in focus, companies in 
other sectors also have faced similar 
problems. Take, for instance, Parle 
Products' Bangalore factory. The plant 
was set up in 2000 with an investment 
of 370 crore and made Krack]Jack, Hide 
& Seek, and Parle G biscuits. Between 
2011, when labour strife started, and 
2013, when Parle decided to shut down 
operations, the factory functioned for 
just three-and-a-half months. Workers 
halted work after an emplovee was sus- 
pended for abusing a personnel officer. In 
the prolonged strife that followed, work- 
ers resorted to a stay-in strike. They 
damaged machinery, set fire to corru- 
gated boxes, spilled harmful chemicals 
on the floor, kept inflammable film roles 
in front of doors and tinkered with elec- 
trical wiring that could have caused a 
serious fire disaster, according to the ap- 
plication Parle filed with the Karnataka 
government to close the plant. 

Many more unions of smaller com- 
panies are resorting to strikes and sabo- 
tage to get their message across. This 
March itself. three factories in Karnataka 
declared lockouts. Besides Tovota, lock- 
outs were declared in textile processing 
company Bombay Rayon Fashions and 
auto-component maker Stump Scheule 
Somappa. The latter declared a lockout 
alter agitating workmen tinkered with 
nitrogen and liquefied petroleum gas 
cylinders used to run furnaces. Strikes at 
agri-equipment maker Fowler Westrup 
and at beverages giant Coca-Cola were 
recently resolved. In the western region. 
near Pune, Bajaj Auto's workers threat- 
ened a strike demanding wage hikes, 
equity shares at concessional rates, and 
revocation of suspension of 21 workers 
and termination of two employees. They 
postponed the strike after the manage- 
ment did not budge. 

To be sure, India is not the only 
country where strikes are rampant. 
There is growing dissent in China, for 
instance. According to the China Labour 
Bulletin, an organisation that promotes 
workers’ rights, there were 470 strikes 
and protests by factory workers in China 
between June 2011 and December 
201 3. But India does have a high per- 
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centage of strikes when compared to other countries. 
According to the International Labour Organization's (ILO) 
strikes and lockouts database, in 2010, when the last 
comparable numbers are available, India at 240 manufac- 
turing strikes was second only to Spain (399 strikes), The 
ILO does not have data for China. 

So why is the Indian industry unable to get its arms 
around the problem? Should they just blame staff unions 
with ambitious young leaders who thrive on greed? There 
are no easy answers. It is often a mesh of many issues. 


HR vs IR 


In the 1990s, the Human Resources (HR) department in a 
company held a prominent place. The decade after, HR 
became a backbencher, says Prabhat Chaturvedi, former 
secretary at the central government's labour and employ- 
ment department. “HR was not an attractive subject in 
management schools. Finance and marketing were seen 
to be more important. This resulted in a breakage of dia- 
logue between workers and management, which always 


used to happen in India after Independence. This is one of 


the reasons why we see problems even in industries where 
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Video interview with Cummins's Pradeep Bhargava at ) 
www.businesstoday.in/cummins-bhargava | 












2010/11 
Nc. of irregularities 148,731 


3,643 


2011/12 
No. of irr 192,418 
4,962 

2012/13 
No of in 148,838 
: 28,713 

> 2013/14 
2. No.of irn 86,749 


1,626 


the wage levels are good,” he says. 

At Toyota, lor instance, a permanent workman who is 
an ITI graduate draws 326, 1 00 at joining, or {3.1 3 lakh a 
vear. In comparison, an engineer in a top-tier software 
services company earns about 13.16 lakh in the first vear. 
The software services industry, however, has a greater 
focus on world-class HR practices — the sector has remained 
union-tree thus far. 

The lowering of emphasis in the manufacturing sector 
on HR, particularly industrial relations (IR), may have re- 
sulted in frontline supervisors of companies not being 
trained enough to handle irate labourers. It is a delicate 
power game and can t be leant overnight. "The union has 
to be seen by the workforce to have won. That is the crucial 
part in the relationship. Experienced management will give 
the union a face-saver," says Sanjay Singh, Director of 
Human Resources and Administration at private-sector oil 
exploration company Cairn India. Singh's learning in 
handling labourers came from tobacco-to-hotels giant ITC 
where he previously worked. 

So, the experienced management of a company always 
suspends more workers than needed in the event of a 
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strike, eventually agreeing to take back most of them. 
That's a face saver. After the 2005 labour violence at 
Honda Motors and Scooters India's Manesar factorv, the 
company suspended about 60 permanent workers and 
terminated four. Most of them were later taken back in the 
company, says Suresh Gaur. who was among those termi- 
nated and taken back. He is now the president of All India 
Trade Union Congress ( AITUC), Gurgaon. The company 
also dropped practices labourers found disgusting, like 
maintaining a register near the toilet — all labourers had to 
enter entry and exit time for toilet breaks. 

Perhaps. the manufacturing sector made a mistake in 
making a distinction between HR and IR. Companies cat- 
egorise white collar as HR and blue collar as IR. "The whole 
perspective has been shareholders' interest, customers' 
interest, talent upgradation. We treat the kamgars | work- 
ers] on the shop floor as factors of production,” says 
Pradeep Bhargava, Director at Pune-based Cummins 
India, who has spent 40 years in manufacturing. “We 
have not only been unfair to workers but have also missed 
an opportunity to unleash their potential,” says Bhargava. 

Manufacturing companies have mostly been unfair to 
contract workers, who earn much less than permanent 
workers and enjoy fewer benefits. The ratio of regular 
versus contract workers was 90:10 until the 1990s. Tables 
turned by 2000 with the ratio becoming 30:70, says 
lormer labour secretary Chaturvedi, known to be a pro- 
labour official. "The model reversed. For the same work on 
the shop floor, a regular worker can be paid 130.000 while 
a contract worker is paid 17,000-8,000," he says. "This is 
exploitation of human resource. It was done for profit mak- 
ing. How long will the worker tolerate this?” 


Marriage without divorce 

At the heart of Maruti's Manesar unrest in 2012 were 
contract labourers, and the company eventually did away 
with such workers. However, almost all other manufactur- 
ing companies continue to use contract labourers citing 
the government's "no exit" policy. 

The Industrial Disputes Act, 1947, mandates compa- 
nies employing 100 or more workers to seek prior permis- 
sion of the government to lay off even a single worker. 
Chapter V B of the Act bars companies from exiting or 
downsizing quickly. "For retrenchments and closures, 1 
have to seek permission from the government three 
months in advance. That is driving me not to take perma- 
nent employees and instead make do with contract labour. 
The Act is not applicable to contract labour." savs B.C. 


India's labour 
Versus 


72 BUSINESS TODAY June 22 2014 





All smiles: Domino's 
pizza delivery boys 


SHEKHAR GHOSH 


Prabhakar, an advocate who is a director at software giant 
Wipro and manufacturing company 3M India. 

If there is one labour law reform the industry is crying 
lor, it is this chapter. Since it is difficult to hand over anyone 
their walking papers. disciplining the workforce has be- 
come an arduous task. That is working against India's 
competitiveness, feels Surinder Kapur, Founder-Chairman 
of auto-parts maker Sona Group. “Misconduct has to be 
dealt with. An employer is looking for discipline in the 
workforce," he says. "What has happened in Japan. 
Germany or Korea, which are today excellent manufactur- 
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ABS FROM PIZZA MAKERS 


Everybody loves a pizza, including the honchos running manufacturing companies. 
- But is there something the manufacturing sector can learn from pizza makers? 


t would seem there is itle in common between. - employees have a uniform that gives them recognition 
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ing geographies, is because there is discipline in the work- 
force. People in India are not achieving what they should 
because they are not 100 per cent compliant here." 
Kapur's point is not hard to see. According to the ILO, 
India's output per worker was $3,067 in 2013. In con- 
trast, Brazil's labour productivity during the year stood at 
$11.761 and China's at $6,298. Industry watchers say 
higher productivity in some countries is because of their 
choice of technology — a more automated factory would be 
more productive. Even then, the consensus is Indian work- 
ers need to boost their productivity. It is easier said than 
done considering the current remuneration structure. their 
living standards, and the way they are treated. 
Companies pay contract workers minimum wages as 
specified by the state government. or a bit above that. But 
much of it goes as statutory benefits like contributions to 
the provident fund, leaving little cash in hand. Manish 
Sabharwal, Chairman of staffing company TeamLease. 


“among their peer groups. incur str Pra on 
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calls the benefits regime “mandatory payroll confiscation’. 
For instance, a worker who earns 15. 500 as monthly wage 
will end up getting only 32.795 in hand, he says. (See 
Pockets Still Empty). "The notion of benefits being over and 
above salary is science fiction: the savings rate for low- 
wage employees is not 49 per cent. How can we confiscate 
that much from their salaries?" Sabharwal asks. The prob- 
lem created by the huge salary "confiscation" is com- 
pounded by the fact that employees care about real wages 
while employers care about nominal wages. he adds. 


A room with no view 
With a chunk of his salary gone, where and how does à 
contract worker live: 

Not far from the industrial bustle of old Gurgaon is the 
village of Dundahera. Narrow roads are dotted with build- 
ings on both sides. The ground floors are let out for com- 
mercial activities. mostly neighbourhood retail stores. The 
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Interview with Sona Group's Surinder Kapoor at | 
E businesstoday. 'w.businesstoday.in/sonagroup- kapoor 





Crowded together: Contract 
workers at a rented accomodation 
in Dundahera, near Gurgaon 
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Living conditions of workers is not a priority fo 


Can they shy away for long? 


at 8 a.m. when the workers leave for work. Unable to wait. 
they bathe outside the bathroom, and all across the floor. 

Living conditions of the worker is not a priority for most 
companies. Gaur of AITUC says companies often dismiss it 
as "not their headache" whenever housing needs are 
brought up. But can the industry shy away for long? The 
National Manufacturing Competitiveness Council. which 
functions under the central government's Department of 
Industrial Policy and Promotion, says hygienic living 
conditions are essential to keeping workers happy and 





upper floors are rented to contract workers. At 5:30 in the 
evening, 2 3-year-old Gajraj Singh arrives on the third floor 
of one such building. soon after his shift at auto-component 
maker Napino Auto & Electronics ends, where he works as 
a contract labourer. Singh is from Aligarh. His floor has 
seven rooms where 25 workers hole up from different 
manufacturing companies in the vicinity. 

Singh shares his 80 sq.ft. room with two others — each 
of them pay 11.000 as rent. A cot takes up more than half 
the room; the three often hit the sack together. A tiny 


window opens to a house with a balcony piled up with cow 
dung cakes. The building has a buffalo shed on one side 
and dump yard full of plastics on the other, Singh cannot 
open the window — his only source of natural light — as two 
teenaged girls live in the house with the balcony and their 
suspicious mother screams her lungs out if the window is 
ever ajar. Singh's floor has one latrine and one bathroom. 
which the 25 workers share. Flies hover above the latrine 
pan; it is cleaned once a week. There is a ruckus every day 
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productive. It has mooted worker hostels within textile 
clusters, an idea that can be replicated in the auto sector. 
Maruti is thinking of facilitating housing. for instance. 
Business Today had earlier reported that the company was 
talking to the Haryana government for flexibility in build- 
ing laws so a large number of high-rise buildings of small 
units can be constructed. Maruti will help workers get 
land, finance, architects and contractors. 

Industry cannot afford to shy away also because it 
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needs a constant stream of labourers 
from states such as Bihar and Uttar 
Pradesh to keep its factories humming. 
Many of these workers today have al- 
ternatives. Shaibal Gupta, Founder- 
Member of the Asian Development 
Research Institute in Patna, says there 
is anecdotal evidence of reverse migra- 
tion — workers returning to their home 
states from cities. He says the state is 
drawing in labourers for many con- 
struction projects, as the state's annual 
plan outlay has tripled in six vears to 
134.000 crore in 201 3/2014. Besides, 
a central government programme that 
promises 100 days of work to rural 
households has aided reverse migra- 
tion, Gupta adds. The manufacturing 
sector needs to change its attitude to- 
wards migrant workers if it has to re- 
tain talent. 

While housing is a vision for the 
future, a dozen companies — including 
engineering giant Larsen & Toubro, 
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| Interview with TeamLease Chairman Manish Sabharwal at 
_www.businesstoday.in/teamlease-sabharwal 


Godrej. Bluestar, Tata Steel, Cummins, 
and Mahindra & Mahindra — want to do 
the simple things first. 


Being Humane 

Bhargava of Cummins savs he got a 
"khujli", a Hindi word that means an 
itch to do something in this context. af- 
ter the Maruti incident. “Every time 
there is an incident in Manesar, in 
Coimbatore and Bangalore. we wake up 
and do just about stitching and damage 
control. We do not introspect,” he says. 
Now, along with Tata Steel Vice 
Chairman B. Muthuraman and Rajeev 
Dubey, HR chief of Mahindra, Bhargava 
is carrying out a pilot for the lobby 
group Confederation of Indian Industry 
to look at small tweaks companies need 
to make to ensure equitable conduct 
with contract labourers. 

Bhargava is driving what he calls 
"hygiene" factors — ensuring contract 
workers get safety training. personal 
protection equipment, canteen facilities 
and uniforms. "Contract workers 
should be given some identity and some 
sense of dignity. When he leaves home 
he can't tell his wife he works for a com- 
pany. This is a simple thing but makes a 
world of difference," he savs. There is 
also an effort to bridge the wage gap 
between a contract emplovee and the 
permanent worker at the entrv level. 

All companies in the pilot have hit 
the nail on the head. Many companies 
already had best-in-class HR processes. 
Mahindra has been following these 
"hygiene" practices since 2005. In Tata 
Steel, ifa contract worker dies or is per- 
manently disabled at work. the com- 
pany continues to pay his salary to the 
family till such time he would have re- 
tired. At Cummins, permanent employ- 
ees can be hired from its pool of tempo- 
rary workers. Maruti now emplovs 
temporary workers whose salaries 
(114,000 per month) are not too low 
compared to what trainees get 
(317,500). 

For the manufacturing sector strug- 
gling with labour strife, these ideas are 
worth spreading. @ 
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Under the Dynamic Leadership of 
the Hon'ble Chief Minister of Tamil Nadu 


Puratchi Thalaivi 


ses d Jayalalithaa 


Tamil Nadu on the path towards 
Peace, Proaress and Prosperity 


registers splendid achievements 
in three years 


e Ü 
The people are with me and 
| am with the people 


selvi J Jayalalithaa 


Chief Minister of Tamil Nadu 
0 


Publication of the final orders of the Cauvery Water | 
Disputes Tribunal in the Gazette of Government of 
India by relentlessly pursuing the matter in Supreme | 
Court 



























* Historic judgement of the Supreme Court to raise 
the height of Mullai Periyar Dam to 142 ft 





* Drought relief to farmers for the first time in India | 


* Marriage assistance of 4 grams gold and upto 
Rs.50,000 for the poor girls 


* 20 kg rice free of cost to provide food security 
* Rice at Rs.20 per kg to control open market price 


* Enriching the life of the people below poverty line | 
by giving milch cows and goats free of cost for their 
betterment 


* Mixies, grinders and electric fans free of cost 


* Free education along with laptop - computers, 
books, bi-cycles, uniforms, footwear and educational 
tools to students free of cost 


* 33 MoUs with an investment of Rs.31,706 crores and 
employment for 1.55 lakh persons | 


* Amma Unavagam to provide food for the 
poor at low price 


* Chief Minister's Solar Powered Green Houses 


* Planting of 1.95 crore tree saplings on the occasion 
of the Hon'ble Chief Minister's Birthday 


* Inorder to prevent take over of NLC by private hands 
and to protect the welfare of the employees, Public | 
Sector undertakings of Tamil Nadu Government | 

purchased 3.5696 of NLC shares | 
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CO-OPERATION, FOOD AND 
CONSUMER PROTECTION 
DEPARTMENT 






* 20 kg rice free of cost to 1.66 
crore families every month 


* 35 kg rice free of cost to 19.02 
lakh Antyodaya Anna Yojana 
cardholders 


* Rice at Rs.20 per kg to control 
open market prices 


* Mobile Fair Price Shops to serve 
the people living in remote and 
far flung areas 


* Pongal gift packs to 1.84 crore 


ration cardholders at a cost of 
Rs. 281 crores 

















* Farm fresh consumer outlets 
for providing vegetables at fair 
Price 


* Rs.82.59 crores crop loan for 
horticultural crop farming 


* 7% interest subsidy to farmers 
as incentive for repayment of 
their crop loan 










SPECIAL PROGRAMME 
IMPLEMENTATION 
DEPARTMENT 






* Fans, mixies and grinders free 
of cost to 89.84 lakh families at 
a cost of Rs.4,380.20 crores 


* Laptop computers free of cost 
to 16.18 lakh students at a cost 
of Rs.4,265.44 crores 








COMPLETION OF THREE YEARS - COMPREHENSIVE GROWTH IN ALL SPHERES ^e 


TAMIL DEVELOPMENT 
DEPARTMENT 


e 1st day of Chithirai restored 
as Tamil New Year Day as per 
tradition 


* Master Plan Complex for World 
Tamil Sangam, Madurai at a 
cost of Rs.25 crores 


* Chief Minister's Tamil Software 
Award' for development of 
Tamil Software 

* Kapilar, U.Ve.Sa, Kambar, G.U. 
Pope, Umarupulavar and Sollin 
Selver Awards 

* ‘Tamilthai Award’ for the best 
Tamil Organisation 

* Celebration of Birth Anniversary 
for Dr.Robert Caldwell as 
Government function 

* Translation of Thirukural and 
Bharathiyar Poems in Arabic 
and Mandarin 


* Restoring the uniqueness of 


Tamil University in Thanjavur at 
a cost of Rs.30.60 crores 





REVENUE DEPARTMENT 


* Immediate disposal of 38.16 
Lakh petitions under AMMA 
Scheme 


* Under Fast Track Patta Transfer 





Scheme 39.55 
transfers effected 


lakh  pattas 


* Drinking water supply schemes 
in drought hit areas at a cost of 
Rs.365.41 crores 


* Rs.2,617.66 crores 
financial assistance under 
Chief Minister's Uzhavar 


Paathukaapu Thittam 
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DIFFERENTLY ABLED 
WELFARE DEPARTMENT 
TČ 






























* For the 1st time in Indi 
differently abled persor 
provided employment unde 
100 days MGNREGS Schem 
Full day wages for 4 hours « 
work 


* Monthly maintenanc 
assistance enhanced t 
Rs.1,000 for those severe! 
affected. 1.09 lakh persor 


benefitted at a cost of R: 
352.25 crores 





* Marriage assistance for al 
applicants without income 
ceiling limit. 

* Retrofitted scooters given fre 
of cost to 1,800 persons wit! 
lower limb disabilities at ¿ 
cost of Rs. 9.50 crores 


* Percentage of disability foi 
mentally challenged reducec 
from 6096 to 4596 to avai 
monthly assistance 


e Chief Minister's Comprehen: 
sive Health Insurance Schemé 
extended to all the member: 
of a family of differently abled 





MICRO, SMALL AND MEDIUM 
ENTERPRISES DEPARTMENT 





assistance to 565 
educated youth for setting ur 
industries at a total project cos 
of Rs.307 crores with a subsid) 
of Rs.46.57 crores 


* A separate Industrial estate for 
Truck Body-Building Units at 
Namakkal at a cost of Rs.13.68 
crores 


* Loan 


— d 





HOME DEPARTMENT | 


'OLICE 


13,258 
recruited 


Police personnel 
' 10,099 persons appointed in 
Tamil Nadu Special Police Youth 
Brigade 

' 5,087 Police rental quarters 


constructed at a cost of 
Rs.341.68 crores 
' 2,673 houses under ‘Own 


Your House’ Scheme at 


Melakottaiyur at a cost of 
Rs.456 crores 





^ 13 point programme to ensure 
safety of women and prevent 
crimes against women 

» Tamil Nadu is the first State 
with 16.196 women police force 


» New buildings for 164 police 





stations at a cost of Rs.82 crores 
e Enhancement of insurance 
coverage to Rs.2 lakh for Police 
Constables to Inspectors and Rs. 
4 lakh for DSPs and ADSPs 


Fire & 
and 


Police, 
Prison 


e Canteens for 
Rescue Services, 
Forest Department Personnel for 
the first time in the country 


* Rs.2 crores for Police Benevolent 
Fund to meet medical expenses 


* 6,078 police quarters constructed 


e 1,573 new vehicles at a cost of 
Rs.33.79 crores 


e Master Health check up free of 
cost for Police personnel who 
have completed 40 years of age 

FIRE AND RESCUE DEPARTMENT 


e Complete Self-Protective Wear 


TOURISM, CULTURE & HINDU RELIGIOUS AND CHARITABLE 
ENDOWMENT DEPARTMENT 


* Special Tourism Infrastructure 
Development Project at a cost 
of Rs.500 crores 

* Development of basic amenities 
in tourist places at a cost of 
Rs.127.74 crores 


e Annadhanam Scheme in 618 
temples 

* Day long Annadhanam in 
Sri Aranganathar Swamy 
temple, Srirangam and Sri 
Dhandayuthapani Swamy 
temple, Palani 

e Temple Renovation X Fund 


enhanced to Rs.50,000 for temples 
in Adi Dravidar and Tribal areas. 
1,630 temples renovated at a cost 
of Rs.8.15 crores 


One - time Pooja Scheme Fund 
enhanced to Rs.1 lakh. 11,931 
temples benefitted at a cost of 
Rs.119.31 crores 

Kumbabishekam in 5,182 temples 

Subsidy of Rs.40,000 and Rs.10,000 
for pilgrimage to Manasarovar and 
Mukthinath respectively for each 
person 


Yatri Nivas at Srirangam at a cost of 


Re A23 rrnroc 
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for all fire personnel at a cost of 
Rs.28 crores 


e Insurance amounttothe families 
of deceased personnel who 
died while on duty enhanced 
to Rs.2 lakh 


PRISON DEPARTMENT 


e Modern Bakery at Central 
Prison, Puzhal at a cost of 


Rs.45 lakh 
COURTS 


e Enhancement of financial 


assistance to the nominee 
/ legal heir of the deceased 


Advocates to Rs.5.25 lakh 
e 177 Civil Judges recruited 


e New court buildings and 
development of infrastructure 
facilities for judiciary at a cost 


of Rs.231 crores 
HOME (TRANSPORT) 
e Modernization of Check Post at 


Pethikuppam, Tiruvallur district 
at a cost of Rs.109.46 crores 


e Marriage for 1,006 couples in 
Thiruverkadu with 4 gms of 
gold for Thirumangalyam and 
wedding gifts worth Rs.15,000 


for each couple 


e Tamil Nadu Music and Fine Arts 


University at Chennai 


PLANNING, DEVELOPMENT 
AND SPECIAL INITIATIVES 
DEPARTMENT 


e Chennai Metro Rail Project 
with a total length of 45 km 
including 24 km underground 
and 21 km elevated route 
length 














Marriage assistance along with 
gold for Thirumangalyam' worth 
Rs. 1,813.48 crores to 4.40 lakh 
educated poor women. 


1.75 lakh girl children benefitted 
under Chief Minister's Girl Child 
Protection Scheme at a cost of 
Rs.314.95 crores 


Cradle Baby Scheme in 10 
districts 


e Rs. 5.4 crores 
purchase of modern 
machines for the 
of women industrial 
cooperative societies 


subsidy for 
sewing 
members 
tailoring 


Rs. 1.28 crores pension for 1,069 








SCHOOL EDUCATION 
DEPARTMENT 


Based on educational growth 
indicators, Tamil Nadu has 
moved to 1st place from 
3rd place among States at the 
national level 

Special incentive of Rs.1047.69 
crores to 21.27 lakh students to 
avoid schoul dropouts 


4 sets of uniforms free of cost for 
46.60 lakh students 


School bags free of cost for 
105 lakh students 





SOCIAL WELFARE AND NUTRITIOUS MEAL 
PROGRAMME DEPARTMENT 
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Bank 
loan and subsidy of Rs.2.20 
crores to 51 transgender SHGs 

Monthly 
pension to Rs.1,000 under social 


destitute transgenders. 


« Enhancement of 


security pension schemes. 


Age limit of 45 years reduced 
to 18 years to avail pension 
under destitute differently abled 
Pension Scheme 

54.62 lakh children benefitted 
under Puratchi Thalaivar M.G.R. 
Nutritious Meal Programme at a 
cost of Rs.1,588.65 crores 
Construction of 15,313 
anganwadi centres at a cost of 
Rs.601.91 crores 


35.21 lakh anganwadi children, 
pregnant 


adolescent 
women and lactating mothers 
benefitted under ICDS scheme at 
a cost of Rs.1,436.49 crores 


girls, 





e Notebooks free of cost for 83.86 
lakh students 


e Text books free of cost for 86.31 
lakh students 

e Geometry boxes free of cost for 
55.68 lakh students 

* Colour pencils and crayons free 
of cost for 31.96 lakh students 

e Atlas free of cost for 55.67 lakh 
students 

e Footwear free of cost for 84.92 
lakh students 


* Bicycles free of cost for 6.27 lakh 
11th standard students 
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ANIMAL HUSBANDRY, 
DAIRY AND FISHERIES 
DEPARTMENT 


e Milch cows free of cost i 
36,000 beneficiaries at a co 
of Rs. 126.01 crores 


16 lakh goats/sheep free 
cost to 4 lakh beneficiaries at 
cost of Rs.506.36 crores 








Financial assistance of 94.: 
crores to 4.70 lakh fisherme 
families during Fishing bi 
period 





* Financial assistance 
Rs.198.82 crores to 4.97 la 
fishermen families during le 
period 


e Tamil Nadu Fisheries Univers 
at Nagapattinam at a cost 
Rs.18.10 crores 


Institute of Fisher 
Technology Centres at Ponn 
and Nagapattinam at a cost 
Rs.68.14 crores 

Fish Processing Parks 


Cuddalore and Nagapattin 
at a cost of Rs.37 crores 


New Veterinary colleges < 
Research Centres at Orathar 
and Tirunelveli at a cost 
Rs.115.55 crores 


Woollen sweaters free of c 
for 1.03 lakh students in ft 
areas 


11.26 lakh students participa 
in chess competitions 

52,417 Teaching posts | 
11,002 Non-Teaching posts fil 
up 


} 


INDUSTRIES DEPARTMENT |} 


MoUs with 33 Indian and MNCs 
with an investment of Rs. 31,706 
crores creating 1.55 lakh jobs 
35 Industrial Units through 
Guidance Bureau with an 
investment of Rs. 14,897 crores 





Nadu 


Tamil 
Policy 2014, Tamil 
Nadu Automobile and Auto 


Release of 
Industrial 


AGRICULTURE DEPARTMENT | 


»‘Krishikarman’ Award from 
Central Government for record 
food grain production 

* Rs.1,328.50 crores drought relief 
assistance for yield loss to 20.90 
lakh farmers 

* 80.86 lakh farmers participated 
in Uzhavar Peruvizhas 
conducted at a cost of 


Rs. 79.88 crores and Agricultural 














: Enhanced Monthly pension of 
Rs.1,000 to the members of 
unorganized Labour Welfare 
Boards. 13.02 lakh persons 
benefitted at a cost of Rs.309.69 
crores 

' Monthly stipend 

+ Government ITI 

enhanced to Rs.500 


for 
students 


» Monthly financial assistance 
for rescued child labourers 
pursuing higher studies 


enhanced to Rs.500 


Dane n7 Nf 9044 



















Components Policy 2014 and 
Tamil Nadu Biotechnology Policy 
2014 


Tamil Nadu positioned as the 
2nd largest State economy, with 
Gross State Domestic Product 
standing at Rs. 4.28 lakh crores 


Paper Board Plant at Mondipatti, 
Trichy District by TNPL Ltd at a 
cost of Rs. 1,500 crores 
Expansion of TANCEM Ariyalur 
Cement Plant at a cost of Rs. 542 
crores approved 


Establishment of Industrial Parks 
in 9 Southern Districts by SIPCOT 


e 100 MW Solar Power park in 
Ramanathapuram District at a 
cost of Rs. 920 crores 


Inputs distributed at a cost of 
Rs.42.78 crores 


First time in the country, 100% 
Subsidy for Micro Irrigation to 
small/ marginal farmers and 
7596 Subsidy to other farmers 
without land ceiling restriction 


Payment of Paddy Crop 
Insurance premium amount of 
Rs.30 crores by Government for 
5.32 lakh Delta farmers affected 
by drought during 2012 






INFORMATION AND PUBLIC 
RELATIONS DEPARTMENT 







* Renovation of Perarignar 
Anna and Bharat Ratna M.G.R. 

Gandhi 
Mahatma 


Gandhi Statue at Chennai Marina, 








Memorials, Guindy 


Mandapam Campus, 


Kamarajar Ninaivillam at Chennai, 
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HEALTH AND FAMILY 
WELFARE DEPARTMENT 





e Treatment to 6.81 lakh persons 
at a cost of Rs.1,456 crore under 
Chief Minister’s Comprehensive 
Health Insurance Scheme 




















Sanitary napkins free of cost 
to 114.35 lakh rural adolescent 
girls at a cost Rs.165 crores 


Multi Super Speciality Hospital 
at Omandurar Government 
Estate at a cost of Rs.143.14 
crores 


Upgradation of Tiruchi Mahatma 
Gandhi Memorial Government 
Hospital as centre of excellence 
at a cost of Rs.100 crores 


e 165 primary health centres 
and 122 upgraded primary 
health centres at a cost of 


Rs.258.44 crores 


e New Medical Colleges at 
Tiruvannamalai and Sivagangai 
at a cost of Rs.244.70 crores 









Financia! assistance 
enhanced to Rs. 12,000 under 


Dr.Muthulakshmi Reddy 
Maternity Benefit Scheme. 
20 lakh pregnant women 


benefitted at a cost of Rs.1,806 
crores 


















Kamarajar Manimandapam in 
Kanyakumari, Thanthai Periyar 
Memorial at Vaikkom in Kerala 
and Rajaji Mandapam in Chennai 


at a cost Rs.23 crores 
Birthday 

Rettaimalai 
Veeramangai Velu Naachiyar 


celebration of 


Srinivasan and 


Commemorating November 
1, the day of 
district merger with Tamil Nadu 
with floral tributes to Marshal 
Nesamani Statue as Government 


function 


Kanyakumari 
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MUNICIPAL ADMINISTRATION AND WATER 








* 294 AMMA 
provide food at affordable prices 


* Rural water supply schemes at a 
cost of Rs.2,746.85 crores 


* Infrastructure facilities in 


Chennai Corporation at a cost of 


Rs.1,161 crores 


* Underground sewerage works 


UNAVAGAM to 


in 15 municipalities at a cost of 
Rs.656.79 crores 


* Nemmeli desalination plant at a 
cost of Rs.785.75 crores 


* Improvement of infrastructure 
in Corporations, Municipalities 
and Town Panchayats at a cost of 
Rs.4,950.73 crores 


e Plastic roads at a cost of 
Rs.1,336.43 crores 
* Water supply improvement 


and sewerage facilities under 
Chennai Mega City Development 
Mission at a cost of Rs.1,155.20 
crores 


RURAL DEVELOPMENT AND PANCHAYAT RAJ DEPARTMENT 


* 1.80 lakh Chief Minister's Solar 
Powered Green Houses at a cost 
of Rs.3,420 crores 


* Construction of 3.35 lakh houses 
under IAY Scheme at a cost of 
Rs. 3,593.42 crores 


* Developmental works at a cost 


COMMERCIAL TAXES 
AND REGISTRATION 
DEPARTMENT 
* VAT exemption on agricultural 

implements and inputs to the 


tune of Rs.87 crores per annum 


* VAT exemption on domestic 
LPG to the tune of Rs.120 


crores per annum 


* Stamp duty on sale documents 
reduced from 696 to 596 





of Rs.2,180 crores under "THA!" 
Scheme 


* Loan assistance of Rs.14,097.50 
crores to SHGs through banks 


Poverty alleviation through Tamil 
Nadu State Rural Livelihood 
Mission at a cost of Rs.232.30 
crores 


Employment opportunities to 
90,606 Youth and Rs.619.49 
crores for Rural Poverty 
Alleviation activities under Pudhu 
Vaazhvu Project 





HIGHWAYS AND 
MINOR PORTS 
DEPARTMENT 


* Widening and improvement of 
32,916 km of roads at a cost of 
Rs.10,348.35 crores 


* 953 bridges and culverts at a 
cost of Rs.1,093.73 crores 
* 33 bridges at railway level 


crossings at a cost of Rs.704.54 
crores 


* Bridge connecting Srirangam 
and Tiruchi at a cost of Rs.77.72 
crores 
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ENVIRONMENT AND 
FORESTS DEPARTMENT 
— — — — — 


* Planting of 1.95 crores saplin; 
to mark the occasion of tt 
birthday of Hon’ble Chi 
Minister 


e Compensation enhanced | 
Rs.3 lakh for death caused t 
wild animals 

* Butterfly Park in Srirangam at 
cost of Rs.7.35 crores 

* 4th Tiger Reserve in the State ; 

Sathyamangalam 





BACKWARD, MOST 
BACKWARD CLASSES ANE 
MINORITIES 

WELFARE DEPARTMENT 
— — —X 
* Social justice established b 
continuing 69%  reservatioi 
without excluding creamy layer 


e Monthly pension under ‘Ulem; 
Pension Scheme’ enhanced tc 
Rs.1,000 


e Financial assistance of Rs.1.7% 
crores to 891 Christian pilgrim: 
for undertaking pilgrimage tc 
Jerusalem 


* Rs. 3 crores as grant for the 
creation of ‘Wakf Institution: 
Development Fund’ 


* Own buildings for 208 hostels at 
a cost of Rs.200.43 crores 


* Goverment bears the tuition 
fee and special fee for 75,00C 
students at a cost of Rs.16.44 
crores 


j 
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YOUTH WELFARE AND 
SPORTS DEVELOPMENT 
DEPARTMENT 





Incentive enhanced to 


Cash 
Rs. 50 lakh for Gold medallists 
in Asian and Commonwealth 
Games 


1st time in India, FIDE World 


Chess 
in Chennai 
Rs. 29.15 crores 
Chief Minister's Trophy Sports 
Competitions held at a cost of 
Rs. 13.61 crores 

Cash Incentive enhanced to 
Rs. 2 crores for Olympics Gold 
medalist 


Championship match 
at a cost of 


Scholarship of  Rs.25 lakh 
every year for 5 elite sports 
persons aiming for Olympics 


Ir MAICH - 2013. — 







INFORMATION 
TECHNOLOGY 
DEPARTMENT 






Arasu Cable TV services with 90 
to 100 channels at a minimum 
subscription of Rs.70 per month 
to 65.84 lakh subscribers 

e-District Project roll out and 
Urban e-Service Centres in 


Chennai and 25 districts 


HIGHER EDUCATION 
DEPARTMENT 


«36 new Arts and Science 


Colleges 


* Indian Institute of Information 
Technology at Srirangam at a 


cost of Rs.128 crores 


e 11 Government 
Polytechnics at a cost of 


Rs.225.80 crores 


new 


¢ 4 New Government Engineering 
Colleges at a cost of Rs.347.03 


crores 


Assistance to students of 
Government Colleges to pursue 
education 


higher in foreign 


universities 


PUBLIC DEPARTMENT 


e Enhancement of monthly 


pension to Rs.9,000, family 
pension to Rs.4,500 and 
monthly medical allowance of 


Rs.500 for Freedom Fighters 


e Group Personal Accident 


Insurance Scheme Upto 
Rs.3 lakh for contract employees 


of TEXCO 


Enhancement of Ex-gratia to 
Rs.10 lakhs to the families of 
Service Personnel killed in action 
and Rs.7 lakh for those disabled 
WELFARE OF SRILANKAN TAMILS 


* 1,655 new houses at a cost of 
Rs.19.86 crores 

e Extension of all welfare schemes 
to the Sri Lankan Tamils living in 


camps 
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ENERGY DEPARTMENT 


* Power generation commenced 
in Mettur Thermal Power 
Project Stage Ill (600 MW), 
two units in North Chennai 
Thermal Power Project Stage 
II (2X600 MW) and two units 
of Vallur (3X500 MW) Power 
Project adding 2,500 MW of 
Generation Capacity to the 
Grid 

Contract for Ennore Expansion 
Power Project of capacity 660 
MW at a cost of Rs. 3,961 
crores finalised 


New Thermal power projects in 
Uppur (1600 MW), Udangudi 
(1320 MW) and Ennore (1320 
MW) with 4,240 MW capacity 


New windmills with 1,225 MW 
capacity 


Agreement to purchase 3330 
MW of power from 2014 for 15 
years signed. 


* Financial assistance of 
Rs. 26,255.35 crores 
to TANGEDCO by State 
Government 


PERSONNEL AND 
ADMINISTRATIVE REFORMS 
DEPARTMENT 


leave for women 


* Maternity 


Government servants 


enhanced to 180 days 


e 30,157 candidates 
through TNPSC 


recruited 











HOUSING AND URBAN 
DEVELOPMENT DEPARTMENT 


e Construction of 18,340 new 
at a cost of Rs.1,956 














houses 
crores 





e 35,072 apartments for slum 
dwellers in Chennai and other 
towns at a cost of Rs.2,029 


crores 









PUBLIC WORKS 
DEPARTMENT 





* Historic judgement of the 
Supreme Court to raise the 
height of Mullai Periyar Dam 
to 142 ft 


The final orders of the Cauvery 
Water Disputes — Tribunal 
published in the Gazette of 
the Government of India, 
upholding the rights of Tamil 
Nadu 


Cauvery Delta Development 
Scheme at a cost of Rs.1,560 
crores 


Renovation of 2,541 lakes, 302 
anicuts and canals to a length 
of 4,340 km at a cost of 
Rs.777.60 crores 


Manimandapam at a cost 
of Rs.1.25 crores for Colonel 
Pennycuick who constructed 
Mullai Periyar Dam 


LAW DEPARTMENT 


e National Law School at 
Srirangam at a cost of Rs. 75 
crores 


* Reimbursement of tuition fee 
by the Government for first 
generation graduates studying 
Law 


* New campus for Tamil Nadu 
Dr. Ambedkar Law University in 
Chennai at a cost of Rs.59.27 


crores 





TRANSPORT DEPARTMENT 


* 6,000 new buses at a cost of 


Rs.1,026 crores 


* Number of scheduled bus 
services increased to 20,684 


* Guinness Record set by 


53,129 transport employees 
participating in a blood 
donation camp in a single day 


* Free bus passes to 50 lakh 
students 

* "AMMA" Mineral Water at 
a cost of Rs.10 / litre to 
passengers and general public 


* 100 small buses in 40 routes in 





ADI DRAVIDAR AND TRIBAL 
WELFARE DEPARTMENT 


* Rs.497.78 crores loan 
assistance with a subsidy of 
Rs.152.42 crores to start Self 
Employment Ventures through 
TAHDCO 


* Rs.187.86croresloanassistance 
with a subsidy of Rs.93.93 
crores to 3,986 women SHGs 
through TAHDCO 


* Rs.60.51 crore assistance to 
26.72 lakh girl children to 
prevent school dropouts 


* Rs.100 crores for Integrated 
Tribal Development Programme 


* Government bears the 
maintenance allowance and 
tuition fees of the students 
in Government, Government- 
aided and Self financed Schools 
and Colleges. 21.28 lakh 
students benefitted at a cost of 
Rs.1,681.42 crores 
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FINANCE DEPARTMENT 








* Release of “Tamil Nadu Visi 


2023 Volume-Il" docume 
with Rs.15 lakh crore investme 


Budget estimate — exceedi 
Rupees One lakh crore for t 
past 3 years. Revenue surpl 
achieved continuously for tl 
past 3 years 


Medical assistance 
Government employees und 
the New Health Insuran 
Scheme enhanced 

Rs.4 lakhs. 


New Health Insurance Schen 
up to Rs.2 lakh to Pensioners 
Family Pensioners for a block 
4 years 


Assistance under Fami 
Security Scheme enhance 
from Rs.25,000 to Rs.50,000 fi 
government employees 





HANDLOOMS, 
HANDICRAFTS, 
TEXTILES AND KHADI 
DEPARTMENT 


* 10,000 Green 


handloom weavers at a cost o 





houses ti 


Rs.260 crores 


* Interest free loan of Rs.179.3! 
crores and Subsidy of Rs.112.5( 
crores to Tiruppur commor 
effluent treatment plants 


e Free Power worth Rs.479.8( 
crores to 2.56 lakh handloor 
and powerloom weavers 


* Old-age pension and Family 
pension for handloom weaver: 
enhanced to Rs.1,000 . 


* Discontinued contribution 
amount of Government of India 
to 68,400 weavers being paid 


by State Government 





i438, f Capgemini 


Back Office at 
the Forefront 


Capgemini took a little time in adopting India as its global 
hub for offshoring but is now going full throttle. By sunny sen 


3 The palpfinde 'alipfinder: Paul Hermelir 
CEO and Chairman, Capgerr 


d 
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runa Jayanthi, CBO 
of Capgemini 
India, still remem- 
bers the first two 
contracts the 





technology out 
sourcing services provider signed 
with overseas clients. The two con 
tracts — signed in 2003 — were from 
a US auto maker and a UK retailer 
"They are still our customers aftei 
10 years,” she says. A lot has 
changed in these 10 years. 
Capgemini India now has scores ol 
clients and thousands of employees. 
as the local unit of the French con 
sulting and technology giant ex 
panded. What has changed also is 
the way it does business and sells its 
services to potential clients 

Jayanthi explains how. Earlier 
when Capgemini's global sales team 
sighted an opportunity. it would 
look at the potential business the 
deal could generate. sign the deal 
and then ask India to provide the 
services. Now, once an opportunity 
is identified a sales team is put to 
gether. The proposal is made in 
India after considering what services 
can be delivered. the pricing struc 
ture and the competitors. The sales 
team, says Jayanthi, builds customer 
relationships but it's the service de- 
livery team in India that looks at the 
client's problems and how they can 
be resolved. 

Jayanthi cites a recent example 
to illustrate the change. In January 
this vear, Capgemini signed a con- 


June 22 2014 BUSINESS TODAY 85 





1134: Capgemini 





tract with Statoil, a Norwegian oil 
and gas company. Before signing the 
contract, a team of 25 employees 
from Capgemini India was sent to 
Norway. The team stayed in 
Stavanger, where Statoil is based, for 
almost six months. “The team un- 
derstood the oil business and their 
[Statoil's] problems,” says Jayanthi. 
“Once the deal got signed, the team 
remained the same because Statoil 
was comfortable with them.” 

Capgemini, of course, is not the 
only technology outsourcing com- 
pany in India that follows this prac- 
tice. Its two biggest multinational 
rivals, Dublin-headquartered 
Accenture Plc and US-based 
International Business Machines 
Corp. (IBM), do it as well. Capgemini, 
in fact, is a latecomer to India and 
started focusing on the country 
much after the other two had al- 
ready built large back-office bases 
here to service global clients. 


Getting a Toehold 


In 2001, Capgemini bought Ernst & 
Young's consulting business world- 
wide. The business had 120 people 
in India at the time with Salil Parekh 
as its head and Jayanthi one of the 
employees. Parekh, like Jayanthi. 
remains with Capgemini. Their role 
in the company has expanded as 
India’s importance for the French 
multinational grew — both are now 
part of the group's management 
board. Parekh is now head of appli- 
cation services for North America, 
the UK and Asia Pacific and also of 
the global financial services business 
at Capgemini. 

Parekh played a key role in 
Capgemini's expansion in India. By 
2006, India had cemented its posi- 
tion as the world's technology out- 
sourcing hub. IBM, Accenture as 
well as Indian companies such as 
Tata Consultancy Services, Infosys 
and Wipro had been expanding at a 
rapid pace. But Capgemini was 
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BILLION 
Capgemini's global 
revenue in 2013, up 

0.9% from 2012 


4Y 


The share of offshore 
work in Capgemini's 
global revenue 








50,000 


Capgemini India's head- 
count. This is a third of 
the global workforce 


1% 


Growth in Capgemini's 
India revenue in 2013 








barely in the picture, as it was 
mainly a Europe-centric player. It 
had only 2,700 people in India at 
the time. Parekh asked Paul 
Hermelin. now CEO and Chairman of 
Capgemini, to come to India for a 
visit and convinced him to make the 
country an offshore hub for the com- 


(^ 


For interview with Paul Hermelin, go to 
www.businesstoday.in/capgemini-hermelin 


pany. By 2010, Capgemini's head 
count in India had jumped 10 times 
to nearly 30,000 employees. Today, 
it has 50,000 employees — almost a 
third of the global workforce. 
Capgemini's dependence on 
India for manpower is higher when 
compared with its two main multi- 
national rivals. Accenture has about 
60,000 employees in the country. or 
about a fifth of its global workforce. 
while IBM employs a quarter of its 
434,000 employees in India. But, 
it's not only about the headcount. 
Offshoring makes up 44 per cent of 
Capgemini's total global revenue. 
India handles 80 per cent of the off- 
shore work. The remaining 20 per 
cent is shared by Morocco, Poland, 
China, Argentina and Guatemala. 
"India has helped Capgemini be- 
come a more global player," says 
Sanchit Vir Gogia, Founder and 
Chief Analyst, Greyhound Research, 
an IT research and advisory firm. 
"India handles most of Capgemini's 
clients in some form or the other." 


Essentially Indian 
Jayanthi says the company’s high 
dependence on India is unusual for 
European IT firms, which are still 
guarded towards the concept of off- 
shoring. “We are five to seven years 
behind the US market,” she says. 
Other French IT companies such as 
Steria, Atos and Sopra haven't ex- 
panded as much as Capgemini did in 
India. Even Capgemini wasn't com- 
fortable offshoring a large part of its 
work in the beginning because it 
was already a major plaver in 
Europe and the UK and because off- 
shoring led to lower billing rates, 
which impacted revenue. "There 
was no competitive pressure in 
Europe to make that shift," says 
Jayanthi, who previously headed 
Capgemini's global delivery team. 
the nerve centre of offshoring. 
Hermelin, who met with 
Business Today during a visit to New 
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DA Capgemini 


Delhi in the last week of March, says 
70 per cent of Capgemini's US busi- 
ness is offshored to India. The com- 
parable figures for Europe are far 
lower. For instance, only 20 per cent 
of the company's business in France 
is outsourced to the South Asian na- 
tion, says Hermelin, who also trav- 
elled to Mumbai during the India 
visit to interact with about 1 35 sen- 
ior company executives. 

Hermelin says if, hypothetically 
speaking, Capgemini were to pull 
out of India or the country loses its 
edge as a low-cost offshoring desti- 
nation, the company will have to 
"completely reinvent the US busi- 
ness" because no other country 
would be able to match India, par- 
ticularly in terms of offering trained 
manpower in large quantities. Even 
in emerging outsourcing destina- 
tions such as Vietnam and the 
Philippines, he says, the company 
cannot ramp up its headcount be- 
yond 20,000 employees. 

Hermelin initially thought the 
share of offshoring in Capgemini's 
global revenue would never be more 
than 50 per cent, but now he thinks 
it will increase further, “It will prob- 
ably go up to 60 per cent,” he says. 
India, where Capgemini has 12 re- 
search centres, will continue to play 
a key role in the company’s offshor- 
ing business. However, there are still 
areas where India needs to pick up. 
These include new-generation serv- 
ices such as mobility. which allows 
employees of clients to work from 
outside their offices, as well as cloud 
computing and business intelli- 
gence. Currently, most of this work 
is handled from the US and Europe. 
“The heart of mobility and cloud is 
in the US and the rest is more in 
India,” says Hermelin. 

Arup Roy, Research Director at 
global research firm Gartner, says 
Capgemini is investing a lot in new- 
generation services in India. “They 
[Capgemini] have heightened the 
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ARUNA JAYANTHI, CEO, Capgemini India 


“We are five to seven years 
behind the US market... There 
was no competitive pressure in 
Europe to make that shift 
[towards offshoring to India]" 





investment because of the maturity 
ofthe India story — for new solutions 
and new technologies," he says. 
"That is very good for them.” 
Hermelin wouldn't disclose any 
investment numbers for India. But 
he gives a hint ofthe things to come. 
Capgemini will have more than 


/0,000 employees in India by the 
end of 2015 or early 2016, or half of 
the group's global headcount, he 
says. And, the company's depend- 
ence on India will increase even 
further. € 
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2011, the US Food 
and Drug 
Administration 
(FDA) banned im- 
ports of products 
made at a factory 
of Aurobindo 
Pharma citing violations of manufac- 
turing standards. Shares of the 
Indian drug maker plunged that day 
as well as the next two days, losing a 
quarter of their value. Exactly three 
months later, the company again 
came under regulatory scrutiny with 
the FDA asking it to comply with 
packaging and labeling standards at 
a second factory. Investors dumped 
Aurobindo again, with the shares 
sliding 16 per cent over three days. 
The tables have turned since 
then, and Aurobindo is now the 
darling of investors. On May 28, its 
shares touched a one-year high of 
1655.60 after surging more than 
four-fold since March 2013 when 
the FDA lifted the import ban after 
having satisfied itself of the improve- 
ments Aurobindo made. The com- 
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pany's spectacular performance is 
not limited to stock markets alone; its 
revenue and profitability have also 
jumped. Net sales for the nine-month 
period through December 201 3 
touched the level attained in the en- 
lire preceding fiscal vear while profit 
before tax more than doubled. A de- 
tailed look at the financials shows 
sales have doubled since 2008/09 
while pre-tax profit has jumped more 
than 10 times. So, what has been 
driving growth at Aurobindo? 
Aurobindo was founded in 1986 
by P.V. Ramaprasad Reddy and 
K. Nityananda Reddy (the two are 
related — Nityananda is married to 
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Ramaprasad's 
cousin and Ramaprasad's son 
is married to Nityananda's daugh- 
ter). The company is named so be- 
cause its first factory was set up in 
Pondicherry, the adopted home of 
spiritual guru Sri Aurobindo. The 
company. which sold the 
Pondicherry unit in 2002 and shifted 
focus to Hyderabad, mainly made 
bulk drugs for more than two dec- 
ades. But it has transformed its busi- 
ness model over the past few years 
and moved up the value chain. Five 
years ago, bulk drugs — also called 
active pharmaceutical ingredients 
(APIs) — accounted for nearly 60 per 
cent of total revenue while finished 
drugs, or formulations, contributed 
the remaining. That has changed 
now. For the first nine months of 
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y contributed 
4152.0 crore 
(30%) to total 
revenue in 2012/13, 
up near three 
fold in five years 
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“The development pipeline... has a significant number of products 
that are, or have been, on the FDA's shortage list... (and) 
products already off-patent that have limited competitors" 


2013/14, almost two-thirds of reve- 
nue came from finished drugs and 
APIs made up the rest. 

The reason for the shift away 
from bulk drugs such as the widely 
used antibiotics semi-synthetic peni- 
cillin and cephalosporin and the new 
focus on finished drugs is simple — 
finished drugs offer higher profit mar- 
gin. According to industry estimates, 
bulk drugs typically offer margins in 
arange of 10 to 20 per cent. Margins 
can go up to 50 per cent in the case of 
finished drugs taken orally, such as 
tablets and capsules, and even higher 
for injectable products. 

What boosts Aurobindo's mar- 
gins further is the fact that it sources 
more than 90 per cent of basic and 
intermediate ingredients used in the 
making of finished drugs internally. 
"There was a phase when Aurobindo 
was seen as a company with more of 
'me-too' products. It now 
wants to transition to one 
that has a differentiated 
product portfolio," says 
N. Govindarajan, CEO and 
Managing Director, 
Aurobindo Pharma. "It is 
purely driven by the need 
to get more into areas 
where there is scope for 
better profit margins." 

The six-feet-six-inches 
tall Govindarajan joined 
Aurobindo in October 
2010 from Shasun 
Pharmaceuticals as CEO of 
the bulk drugs business. 
He has been leading the 
transformation at 
Aurobindo for the past 





o 
couple of years after being i 
promoted to managing 2008/09 
director ofthe company in 


June 2012. Over the past 
couple of years, the com- 
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pany has diversified into new seg- 
ments for its finished drugs, such as 
cardiovascular. neurology and gas- 
trointestinal. The focus has also been 
on expanding business in key mar- 
kets such as the US and Europe. 
Aurobindo started its US business 
just 10 years ago, becoming one of 
the last leading Indian companies to 
enter the world's largest drug market. 
Overall, Aurobindo has filed 336 new 
drug applications with the FDA, sec- 
ond only to Sun Pharmaceutical 
Industries among Indian 
drug makers. Of these, 
166 have been ap- 
proved. The Us 
now contributes 
a third to total 
sales. Revenue 
from the US rose 
to 1931.2 crore in 
October-December 


GAINING HEFT 


Aurobindo's makeover has boosted sales 
while profits are recovering 


Numbers in 1 crore 
* For the nine-month period ended Dec 31, 2013 





Source: Company 


2013/14 from 151 3.4 core in the 
same period a year earlier. 
Aurobindo's US business ex- 
panded rapidly after it started selling 
its injectable penicillin products in 
April 2012 through its wholly owned 
subsidiary AuroMedics Pharma. 
Playing an important role in this ex- 
pansion is a new factory in 
Hyderabad that makes sterile liquids. 
Aurobindo launched six products 
made at the factory, which received 
FDA clearance in 2012, in the US last 
year, says Ronald F. Quadrel, 
President, AuroMedics, in an 
email to Business Today. 
He says the factory will 
n» — 
make “a high percent- 
«hor — age" of the injectable 
“u products the company 


„ UD 9 ^ will launch in the Us. 


Aurobindo has an 
aggressive timeline to 
launch generic injectable 
products, says Quadrel. It 
has filed 47 applications 
for generic injectable 
products with the FDA 
since 2011, of which 38 
are under review. The 
company is developing 60 
more products, the major- 
ity of which should be filed 
with the FDA within two 
years. He expects "a mod- 
est number" of these prod- 
ucts to receive the FDA's 
clearance in 2014 and a 
significant upsurge in ap- 
provals in next two years. 
"The development pipe- 
line... has a significant 
number of products that 
are, or have been, on the 
FDA's shortage list... (and) 
products already off-pat- 
ent that have limited com- 
petitors," says Quadrel. 
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“Aurobindo seems to be in a sweet spot at the moment with a 
strong pipeline of new drugs it plans to launch in the US. 
However, we need to see if there are any regulatory surprises 
or if any new FDA issues crop up" 


The reason Aurobindo is turning 
its attention towards injectables and 
limited-competition products, par- 
ticularly those that cater to niche 
segments such as cancer, is because 
these offer higher profit margins. 
That is also the reason why the com- 
pany plans to launch penems and 
controlled substances. Penems is a 
new class of antibiotics while control- 
led substances are medicines that 
have some narcotic products as in- 
gredients and find applications in 
areas like pain management. 

Another area on which 
Aurobindo is concentrating is inject- 
able peptides. Peptides are basically a 
type of proteins that are used in a 
wide range of areas both in medicine 
and biotechnology and are also used 
in health supplements and skin care 
products. The company set up a new 
unit, AuroPeptides, about a year- 
and-a-half ago to develop and com- 
mercially manufacture polypeptide 
bulk drugs. Aurobindo is now one of 
the few vertically integrated compa- 
nies in India that can make both 
peptide ingredients as well as finished 
injectable products. 

New product launches in these 
new high-margin segments will help 
Aurobindo sustain its growth mo- 
mentum over the next two to three 
years, Manoj Garg, research analyst 
at broking firm DSP Merrill Lynch, 
said in a January report. Garg expects 
the company to grow strongly con- 
sidering its solid pending pipeline in 
the US and increased focus on differ- 
entiated and complex generics. Perin 
Ali, analyst at Edelweiss Securities, 
concurs. “With a product portfolio of 
more than 300 products, it 
| Aurobindo] has one of the deepest 
portfolios for regulated markets." Ali 
said in a November 201 3 report. 
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To add more arrows to its quiver, 
Aurobindo hit headlines in January 
this year when it decided to acquire 
the loss-making operations of the 
Dublin, Ireland-based Actavis Plc in 
seven western European countries 
- Italy, Spain, France, Portugal, 
Germany, Belgium and the 
Netherlands — for €30 million (about 


OUTPERFORMER 


Aurobindo has beaten the sectoral index over a 
five-year period, with its shares surging in the past year 
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1240 crore) in cash. The deal was 
completed in April. 

The acquisition adds about 1,200 
products and a pipeline of more than 
200 products to Aurobindo's portfo- 
lio, the company said in a statement 
at the time. It added that the acquired 
business likely had net sales of €320 
million (32,560 crore) in 201 3. Just 
after the deal was announced, co- 


founder Ramaprasad Reddy told BT 


over the phone the deal wil! start add- 
ing to the bottom line in a year's time. 
It will also help the company grow its 
revenue to about $1.7 billion (about 
110,000 crore) in 2014/15, he said. 






Will Aurobindo meet its targets: 
And will investors remain bullish? 

An analyst at a Mumbai-based 
brokerage. who does not want to be 
named, says the company has, his- 
torically, promised more and deliv- 
ered less. He also felt that, although 
the company has hired professionals 
for key management roles, it should 
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improve its corporate governance 
practices. Hemant Bakhru, analyst at 
CLSA, says Aurobindo has started 
getting revenue from limited-compe- 
tition products like the anti-depres- 
sant drug Cymbalta and seems to be 
in a “sweet spot” at the moment with 
a strong pipeline of new drugs it plans 
to launch in the US. “However, we 
need to see if there are any regulatory 
surprises or if any new FDA issues 
crop up,” he says. That's what the 
company must watch out for to re- 
main the darling of investors. € 
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Textile exports did well last 
year, growing more than 
15 per cent. sy avay moni 


extiles did re- 
markably 
well in an 
otherwise 
dull exports 
scenario in 
2013/14. A 
weaker rupee 
and firm 
overseas demand helped the sector 





add $4 billion to overall exports of 


$312 billion, second only to engi- 
neering goods, which accounted for 
a $4.8 3-billion increase. Other ex- 
port segments that helped increase 
export earnings were chemicals and 
related products ($2.25 billion) and 
petroleum products ($1.8 3billion), 
shows government data. 

Textile exports were worth 
$ 30.37 billion in 2013/14, up from 
$26.36 billion in the previous year 
- a growth of 15.24 per cent, com- 
pared to a decline of 3.11 per cent in 
2012/13. All major segments in the 
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sector grew at a healthy rate. 
Readymade garments, which ac- 


counts for nearly half of all textile 


exports at $14.93 billion, grew 
15.53 per cent. Cotton yarn and 
fabrics grew 18 per cent to $8.88 
billion, while manmade textiles grew 
nearly 1 3 per cent to $5.69 billion. 

According to commerce ministry 


$30.37 


BILLION 


— — 
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Value of India's textile 
exports in 2013/14 








data, the share of textiles in export 
earnings increased from 8.78 per 
cent in 2012/13 to 9.72 per cent in 
201 3/14. Overall exports grew four 
per cent to $ 3] 2.6 billion in the vear 
ended March 2014. Had textile 
exports remained unchanged, 
overall export growth would have 
been less than three per cent. 
Petroleum products, which account 
lor one-fifth of export value, grew 
only three per cent. Engineering 
goods, the second biggest segment. 
accounting for over 19 per cent of 
export value, grew 8.5 per cent. 
Gems and jewellery, the third largest 
contributor (over 13 per cent), 


declined more than five per cent. 

Provisional data with the com- 
merce ministry shows continuing 
growth for readymade garments and 
manmade textiles in April. though 
there is a let-up in growth of cotton 
varn and fabrics. Readymade gar- 
ments grew at over 14 per cent to 
$1.32 billion, manmade textiles 
grew near 12 per cent to $433 mil- 
lion while cotton yarns grew over 
four per cent to S808 million. 

India Ratings said in its report 
early this calendar vear that the 
economic recovery in key markets 
— the US and Eurozone — would 


continue to drive the order book of 








Video interview of S.P. Oswal at 
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Skein trade: Vardhman Textiles’ plant in 
Ludhiana, Punjab. Its cotton yarn exports to 
China almost doubled last year 
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How textiles fared in comparison to other commodities 
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exporters in 2014/15. Export sales 
have also improved, as garment 
manufacturers have ventured into 
new regions such as West Asia, 
Latin America, Japan, Russia and 
Australia. “Most exporters are run- 
ning on full capacity and also out- 
sourcing manufacturing on a job- 
work basis, as order books are grow- 
ing," the report notes. The agency 
sees a better outlook for the textile 
industry. 

Improving export com- 
petitiveness over Asian peers 
such as China (on a depreci- 
ated rupee), a drop in raw 
material prices, and healthy 
demand from US and Europe 
not only boosted exports but 
also helped Indian textile 
companies earn higher prof- 
its in the last fiscal. "The 
trends (weaker rupee, and 
improving demand for gar- 
ments and yarn), if sustained 
in 2014/15. are likely to im- 
prove the financial metrics of 
yarn and garment manufac- 
turers”, the rating agency 
said. 

The net profit of the 
Ludhiana-based Trident 
Group. a leading textile com- 
pany. grew 300 per cent to 
1197 crore in 2013/14. 
sustaining last vear's mo- 
mentum, however, seems to 





high prices, and selling it at a subsi- 
dised rate that was still higher than 
the landed price of imported cotton. 

"Spinners outside China got an 
opportunity," says S.P. Oswal. 
Chairman and Managing Director, 


Vardhman Textiles. "Our exports of 


cotton yarn to China almost doubled 
last year, and that has driven 
profitability. India, Pakistan and 
Vietnam are major beneficiaries. 
Depreciation of the rupee had helped 
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exporters, we must be allowed to hire 
temporary labour. Garment 
exporters cannot survive on 
permanent labour, since demand is 
highly volatile.” 

Garment exports from India also 
picked up in 2013/14. Bangladesh's 
exports suffered after 1.000 workers 
perished in a textile factory fire there 
last year. "Bangladesh exports gar- 
ments worth $26 billion a vear," 
says Oswal. "Global buvers shifted 
from Bangladesh to Vietnam 
and India. Our garment team 
is busy." 

The Chinese government 
has lowered the minimum bid 
price for cotton in auctions by 
7 50 yuan or 4.2 per cent, to 
18,000 yuan per tonne, from 
April this year. Indian export- 
ers fear that this will impact 
their business. According to 
the Cotton Textiles Export 
Promotion Council of India 
( Texprocil), there is increas- 
ing anxiety in the industry 
due to recent developments in 
China's cotton policy, as that 
country is a major importer of 
cotton and cotton yarn from 
India. 

However, according to 
Texprocil. the price difference 
between Indian and Chinese 
cotton is quite large. "In fact, 
prices of Indian cotton yarn 


be a challenge. "The situation 
is not bright like last vear. The 
exchange rate advantage is 
coming down sharply and 
demand from China is slug- 





Readymade Cotton, Man-made 
garments yarn, textiles and 
fabrics, etc — made-ups 
BE ie in 2013/14 
t+ % Growth 
[el Value in 2012/13 Source: Commerce Ministry 


alter duty and taxes in China 
are still very much lower than 
Chinese domestic varn 
prices,” it said in a recent 
statement. 


gish. While exports will con- 
tinue, the industry's profita- 
bility may not be as good as last 
year," says Trident Chairman 
Rajinder Gupta. 

Besides the exchange rate, other 
external factors also influenced the 
industry's profitability in 2013/14. 


China became a large importer of 


cotton yarn as its government's pol- 
icy was to keep domestic cotton 
prices high. The Chinese government 
was buying cotton from farmers at 
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Indian exporters. The industry had 
stocks that were bought at a time 
when the currency was stronger." 
Vardhman reported an all time high 
net profit of 652 crore in 201 3/14, 
more than twice its 2012/13 profit 
of 1324 crore. 

Oswal says the availability and 
cost of labour is also becoming an 
issue in China. “We must take 
advantage of this situation. As 


Texprocil Chairman 
Manikam Ramaswami allays 
concerns. “Given the better quality 
produced by Indian mills. there will 
always be good exports of Indian 
yarns, even if the difference between 
Chinese cotton prices and interna- 
tional cotton prices narrows substan- 
tially.” he says. “Indian mills need 
not fear a drop in yarn exports be- 
yond seasonal fluctuation. However, 
profitability of exports will depend 
upon our price parity with interna- 


tional cotton prices.” 

Some say the advantage that 
Indian textiles enjoy in export 
markets has narrowed, and this 
will impact profitability. Dinesh 


Oswal, Managing Director of 


Nahar Spinning Mills, says the 
current fiscal year will be 
challenging. “We were alive due 
to rupee depreciation, which 
helped us be competitive in the 
export market,” he says. 
“Exports to China helped prevent 
a glut in the Indian market. This 
kind of profit may not be 
sustainable now." 

Tanu Sharma, Associate 
Director, India Ratings, says: 


— 





| Slideshow of Vardhaman's Ludhiana factory at jJ 
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S.P. Oswal 
CMD, Vardhman Textiles 


“Depreciation of 
the rupee helped 


exporters, who 


had stocks bought 
when the currency 


was stronger" 








“The benefit of rupee deprecii 
tion, which had made Indian ex- 
porters globally competitive. has 
mellowed down, but not all are 
affected. Most exporters would 
have hedged the currency. They 
also tend to renegotiate prices 
with declining advantage ol a 
weaker rupee.” Sharma adds that 
overall, there seems to be no slow 
down in export demand, but there 
will be pricing pressure because o! 
the exchange rate and a possibk 
change in Chinese policy to re 
duce reliance on cotton and yarn 
imports. € 
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VARUN SHOOR; 
AA Founder/CEQ, Kayako 


SCTWOULD A 
TAVE GROWN 
FASTER WITH 
VC FUNDING, 
BUT 


Going it alone: Shoor shot at Kayako's Gurgaon office 


IVAN MEHRA/wwwi.indiatodavimages.com 
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arun Shoor 
built Kayako, 
an online help 
desk software 
company. 
from scratch. 
The 30-year- 
old from 
Jalandhar launched his business in 
2001 — with no external funding — 
while still in high school. Denied seed 
capital from his father, Shoor started 
out with an about-to-expire domain 
name 'Kayako' from an Internet chat 
room, web-hosting from a friend's 
company and a payment gateway 
service from 2Checkout.com, a start- 
up then. The timing was perfect. The 
modes of customer contact with 
companies were still evolving and 








> 


Video interview with Kayako's Varun Shoor at 
businesstoday.in/kayako-shoor 








ON THEIR 


OWN FEET 


Why some entrepreneurs 
delay or even turn down VC 
funding for their start-ups. 


By TASLIMA KHAN 


there was a growing demand for 
customer support software. 

Shoor depended on revenues 
from customers to gradually scale up 
his business. Kavako's business 
gained heft slowly but surely. Fast 
forward to 2014. Kayako is a multi- 
million dollar business. It works with 
close to 35,000 customers across the 
globe, from the US and Europe to 
Afghanistan, Brazil and Africa. Its 
roster of customers includes NASA, 
MTV. Georgetown University, Kraft 
Foods and Pearson. 

“Depending only on customer 
generated cash meant things moved 
really slowly, even moving to a for- 
mal office. Cash was literally god 
which implied being extremely care- 
ful, calculative and diligent in taking 


decisions," says Shoor. "No mattet 
what. the bottom-line was to be cash 
positive and have enough cash fot 
contingencies,” he added. Just a two 
people team till 2005. Kayako gradu- 
ated to an office in Jalandhar and 
expanded to 10 people only when its 
business gained traction — from al 
most zero to 40 orders a week and 
1,000 clients. 

Shoor points out that Kayako s 
growth could have been more ag- 
gressive midway if the company had 
pumped in a few million dollars trom 
venture capitalists (VCs). The exam- 
ple of his competitors help to drive 
home the point. For example, 
Chennai-based Freshdesk Techno- 
logies, founded in 2010, has 210 
employees, more than 21.000 cus- 
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tomers and has raised $13 million 
from Accel and Tiger Global 
Management. However, for Kayako, 
which is only now planning to raise 
capital by the year-end, it was a con- 
scious decision to stay fruga! until it 
had solid fundamentals — a strong, 
market-proven product and senior 
management in place to grow the 
business. “Now we know how to use 
the money better, deliver better to 
the board and command a much 
higher valuation," says Shoor, who 


plans to reach annual revenues of 


$100 million in five vears. 


Following One's Passion 

Indeed, there are a small and grow- 
ing number of entrepreneurs who 
have preferred to tread their own 
path by bootstrapping their ventures. 
In other words, self funding a start- 
up or running it on operating reve- 
nues rather than getting in investors 
and following their vision. Consider 
the example of Bangalore-based 
Greytip Software. It was launched in 
November 1994 by two batchmates 


at Sri Javachamarajendra College Of 


Engineering, Mysore — Girish Rowjee 
and Ahmed Sayeed Anjum. The 
software company had approached 
VCs in the past but its focus on the 
domestic market turned investors 
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software at a much more affordable 
price and how to reach out to small 
businesses, the target customers for 
low-cost software. 

The company channeled over 
140 lakh, generated from large cli- 
ents, into new product development 
and developed HR software as an 
Application Service Provider (ASP) 
model (now the technology has 
evolved to a cloud-based software 
application) which could be charged 
at 320 per employee per month. “It 
could be as much as buving tea for a 
worker." says Rowjee. Greytip's clos- 
est competitors were offering soft- 
ware at 150 per employee per month. 

Keeping prices low and still re- 
maining competitive meant reducing 
costs as well. The company reduced 


RAJESH PADINJAREMADAM, CEO, RapidValue 


RAISING FUNDS IN A NASCENT MARKET COULD 
HAVE BEEN LIKE KICK-STARTING A ROCKET SHIP 
WHICH COULD GO IN THE WRONG DIRECTION 


away. “VCs always thought an India- 
only model would not work. That 
had not been proven." says Rowjee. 
"For them generating 10x returns 
(10 times the investment) in five 
years was priority, it was not the 
same for us. The meeting of minds 
just didn't work out." The company 
still managed to survive and grow, 
changing business models in the 
process. 

Greytip began by selling HR and 
payroll management software to 
large companies in India. Brooke 
Bond Lipton India, later acquired by 
Unilever. was its first customer in 
January 1995. Greytip was process- 
ing upwards of 250,000 pay slips 
until 2007 when it realised it was 
becoming tough to scale up the busi- 
ness at a one-time purchase price in 
the range of 175,000 to a lakh. The 
company had to think creatively to 
survive, It had to inherently answer 
two critical questions — how to sell 


the cost of sales by developing a prod- 
uct that met the needs of most cus- 
tomers without many iterations. 
"We also cut down the on-boarding 
time lor the customer (time between 
selling to the customer and getting 
him to pay) and made sure we collect 
most of the money we were billing on 
time," says Rowjee. 

Initially, the adoption of the soft- 
ware in the small and medium enter- 
prises (SME) market was very slow 
but picked up in 2011 when cloud- 
based solutions became much more 
popular. "While in four years until 
2011 we had 300 paying customers. 
in 2012 we notched up 600 and in 
2013 it was 1,150 customers,” says 
Rowjee. Greytip had revenues of 110 
crore in 201 3/14 and is targeting 
about 140 crore in 2015/16. 
Significantly, even now more than 
90 per cent of its customers are 
Indian SMEs. 

Most bootstrapped start-ups have 
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realised the need to get their focus 
right. For Shashank ND, Founder of 
clinic management software com- 
pany Practo in 2008 while still in 
college. the right work culture, main- 
taining a sharp focus on core compe- 
tency and using cash efficiently, 
helped in doing first things first — 
proving the product and building a 
strong team. "One essential thing in 
bootstrapping is to have founders put 
some skin in the game (put in seed 
capital). That makes them serious, " 
says Shashank. "So, we had every- 
one pooling in some money. Second, 
we set only two deliverables for eve- 
ryone - either you were selling or 
writing software codes. This ensured 
that we were close to the core aspects 
of the business." The small team of 
eight people even avoided network- 
ing events, to stay on the job. 

Practo remained a self funded 
venture for Shashank for a couple of 
vears. In that period his venture got 
a hundred paying customers on 
board and put a strong team in place. 
This helped in persuading VCs to put 
funds into his start-up. “It was ini- 
tially very difficult to convince VCs 
but they noticed how efficiently we 
used our own capital and that clicked 
for us,” says Shashank, who has 
raised $4 million from Sequoia 
Capital in small tranches since 2010. 
“They thought that these guys can 
run much longer with a little more 
money,” adds Shashank. 


Evolving with the Market 

Indeed, bootstrapping your venture 
until the market matures and the 
company finds its feet can sometimes 
be a wise decision. RapidValue, a 
mobility solutions start-up, is an ex- 
ample. The company helps customers 
integrate various functions such as 
purchase order management, inven- 
tory management, sales order man- 
agement, etc., on the mobile. The 
Kochi and US-based venture started 
off in 2009, with three founders — 
Indian Institute of Management 
batchmates Rajesh Padinjaremadam, 
Sirish Kosaraju and Rinish K. Nalini. 
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The three pooled in their savings 
and took some money from family 
and friends to set up a small office, a 
vear later. 

Padinjaremadam. who claims to 
be growing at 90 per cent year-on- 
year in revenues over the last few 
years, thinks raising capital midway 
could not have helped him grow any 
faster in an expanding market. 


CHARTING THEIR 
OWN COURSE 


DNA of successful 
bootstrapped 
companies 


™ They follow their 
promoters’ vision, 
not someone else's 


= They have a product 
that starts to sell from 
day one 


m They manage cash 
efficiently 


* They fund growth out 
of the customer's 
pocket 


m They find creative 
ways to survive 


“2009 was the time we thought 
mobile was something that will 
change the world. It was the same as 
Internet growth in 1998/99, Also 
the economic slowdown helped in a 
way because customers were more 
risk-taking,” says Padinjaremadam. 
Also, the company kept a close tab 
on the market — a must for boot- 
strapped ventures — and focused only 
on large enterprises and funded star- 
tups which have the budget to invest 
in new solutions. This helped 
RapidValue track what its target 
customers want. 

RapidValue's clients now in- 
cludes American for-profit institution 


of higher learning University of 


Phoenix, medical device firm Applied 
Medicals, television broadcasting 
company Sinclair Broadcast Group 
and DU telecom in Dubai, besides 
some Fortune 500 companies. It 
raised 125 crore from venture firm 
Helion only in May this year. Staying 
bootstrapped so far was a conscious 
decision because now there is much 
more clarity on how the market is 
shaping up compared with two years 
back when the mobile strategy of 
most companies was still on the 
drawing board. "Now we see much 
more planned and budgeted deci- 
sions for getting on to mobile," he 
says. "Raising funds in a nascent 
market, could have been like kick- 
starting a rocket ship, which could 
go in the wrong direction." That 
could have meant hiring more people 
in the team which was not required 
or investing in a technology that was 
too early for the market. 

Whether you are bootstrapped or 
backed by VCs, the choice is deter- 
mined by how fast you need to grow. 
For bootstrapped companies, the key 
concerns are survival and cash-effi- 
cient growth, for venture-backed 
companies it is market share and 
how big the company can become. 
Topline or profitability takes a back 
seat. "Start-ups have high failure 
rates and venture-funded start-ups 
seem to have a higher rate of failure 
than bootstrapped companies," says 
Saras Sarasvathy, Professor of 
Entrepreneurship at University of 
Virginia's Darden School of Business. 

Funding is anyway hard to come 
by for most entrepreneurs. Consider 
this. Some 3,500 companies applied 
for funding to Indian Angel Network, 
India's largest network of angel in- 
vestors, in 2013, but only 18 man- 
aged to get seed capital. Hence it 
makes perfect sense for start-ups to 
learn the basics of bootstrapping to 
keep the focus right, grow sustaina- 
bly in the early stages and get much 
better valuation when they eventu- 
ally raise capital. @ 
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SilverPush's techriology lets advertisers reach the consumer on 
multiple devices. ft could disrupt digital advertising; but will face stiff 
competition from global pioneers. By TASLIMA KHAN 


MEHE 


VIVAN 





106 BUSINESS TODAY June 22 2014 


ou may have seen 
an ad follow you 
from one website 
to another. For 
example, if you 
browsed shoes on 
a website on your 
computer, then hopped over to 





FUNDS RAISED 


SILVERPUSH 
$1.6 million 


GSF, 500Startups, IDG Ventures, 





SilverPush says it uses proprietary 
algorithms to pair devices and 
serve ads. “We are able to match 
70 to 80 per cent of desktop users 
to their mobile phones," says 
Mudit Seth, Chief Marketing 
Officer (CMO) and co-founder of 
SilverPush, which launched cross- 





another site, the shoes you looked Unilazer Ventures and others device campaigns in early April. 
at earlier may show up in an ad : "The target is to get active usage 
on the second site. In the world of V^ drawbridge of their mobile apps and mobile 


digital advertising. that is known 
as re-targeting. It works by 
dropping cookies (software code) 
on your browser to track what 
websites you visit, and uses the 
data to help advertisers follow 
you. Now, if you see the same ad 
on your mobile browser too, it's 
not just coincidence. This is cross- 


Capital 


TAPAD 


DRAWBRIDGE 
$20.5 million 


Northgate Capital, Kleiner Perkins 
Claufield and Byers, and Sequoia 


TAPAD 
$13 million 


websites, since re-targeting also 
helps revive applications that have 
been downloaded but are not used 
often.” 

After working with 20-odd 
companies in India (including 
Domino's India, Airtel and Aircel) 
and the US (such as Toyota and 
Olay) on mobile re-targeting 


device retargeting, and the Firsthand Technology Value campaigns, SilverPush pivoted its 
technology behind it solves a big Fund, First Mark Capital, Avalon technology to cross-device re- 
problem advertisers face: how to Ventures and others targeting a few months ago. lt 


track users as they increasingly 
access the Internet on multiple 
devices throughout the day. “For 
advertisers, the boundaries 
between mobile and PC have 
started to disappear,” says Manish 
Vij, Founder and CEO of digital media 
network Smile Vun Group. 

SilverPush, a start-up based in Gurgaon, near Delhi, 
and Mountain View, California, is among the few com- 
panies in the world that are trying to perfect cross-device 
retargeting with proprietary technology. Others like it 
include Tapad and Drawbridge, both US-based and both 
founded in 2010. 

Data on desktop and mobile usage patterns are 
matched up to build a profile of the individual user. The 
profile is then used to serve advertisements to the user 
based on her or his previous purchases. Data includes 
gender, age, the products that interest the user, when she 
or he likes to search or shop, and location. SilverPush has 
created profiles of around 300 million mobile phones and 
tablets across the US and India. These are based on data 
collected from advertising exchanges such as US- and 
Pune-based Pubmatic, and US-based Smaato, real-time 
bidding platforms that help companies maximise ad 
revenues. Data is also collected from data management 
platforms such as Lotame and BlueKai, which provide 
data to marketers. 

But the real task is to analyse the data and identify 
common users across desktops and mobile devices. 


Source: Companies 


currently earns revenues of 
$40,000 (324 lakh) a month. 
through mobile website-to-app 
re-targeting. 

The 12-person startup is 
expanding its sales team, which will 
be split between its India and US 
offices. It is reaching out directly to digital heads, CMOs 
and ad agencies for business. The sales pitch varies 
depending on the customer, and the promised outcome 
varies across campaigns. For example. for mobile apps. 
the goal is to increase user engagement and signups. 
while for an auto company, a promised outcome would 

be to increase test drives for new launches. 

Several companies. such as digital media outfit Tyroo 
and mobile advertising exchange Vserv, already ofler 
mobile website-to-app re-targeting solutions, although 
that is not their core business. SilverPush CEO and IIT- 
Delhi alumnus Hitesh Chawla says: "We wanted to solve 
a much bigger problem." His company currently runs 
cross-device campaigns for two US-based clients: educa- 
tion company Rosetta Stone and gaming outfit Flywheel. 
His colleague Seth says: "We aim to work with about 70 
companies by this year-end for cross-device campaigns." 
SilverPush has so far raised seed funding of $1.6 million 
from start-up accelerators Global Super Angels, 500 
Startups. IDG Ventures and Ronnie Screwvala's Unilazer 
Ventures. 

Research firm Gartner estimates that spending on 
global mobile advertising will reach $18 billion this vear. 
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up from the estimated $1 3.1 billion in 2013. The cross- 
device re-targeting market is expected to grow fast, too. 
Advertisers are now highly focused on returns on invest- 
ment in their digital advertising budget, and cross-device 
technology promises far better returns than regular ad- 
vertising campaigns, which cannot identify a user across 
devices. Tapad estimates that cross-screen campaigns 
produce 95 per cent brand recall, compared to just 55 per 
cent in TV-only ones. Cross-device campaigns, according 
to Tapad, could be worth $77 billion 
by 2018. 

Siddharth Puri, CEO of Tyroo 
Media. an angel investor in 
SilverPush. says: "Re-targeting helps 
advertisers save money, and enables 
them to reach only a curated set of 
consumers who are already inter- 
ested in the brand, rather than car- 
pet-bombing everyone with the same 
ad." He adds that 10 per cent of glo- 
bal digital ad spending by online re- 
tailers and travels sites is for re-target- 
ing in all forms — desktop. mobile and 
cross-device. 

Some experts say mobile or 
cross-device re-targeting is still a 
small business, but it is hard to pre- 
dict what could happen in the fast- 
changing digital marketing indus- 
try. "Cross-device could evolve into 
the biggest category as far as re- 
targeting is concerned," says Smile 
Vun's Vij. There are signs of large 
companies emerging in desktop-re- 
targeting. When Paris-based desk- 
top re-targeting company Criteo 
raised a total of $280 million in an 
IPO last year, its valuation was 
$1.86 billion (current valuation: 
$1.67 billion). And Vizury, a fast- 
growing desktop re-targeting com- 
pany based in Bangalore, has raised 
around $11 million from multiple 
investors, including Nokia Growth Partners and Inventus 
Capital Partners. 

A growing market means there is room for several 
players. In India, there is still relatively little understand- 
ing of cross-screen technology, and many companies are 
wary of campaigns that involve tracking users' online 
behaviour. "Though some e-commerce companies are 
heavily investing in re-targeting, we are yet seeing if 
customers will like it or not. There are privacy issues," 
says Amarjit Singh Batra, CEO at classifieds site Olx.in. 

However, SilverPush dismisses privacy concerns, 
saying the company does not get personal data in the 
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HOW CROSS-DEVICE 
ADVERTISING HELPS 


What the providers of such 
services say about the benefits 





Targets users across all 
Internet-connected devices 


6) 


Better return on investment in 
digital campaigns rate. 





Higher brand recall 





Save money by reaching 
only interested customers, 
not everyone 





form of email IDs or mobile numbers. CMO Seth Says: 
“The data we get is only in encrypted form. Customers do 
have the choice to opt out of seeing advertisements, by 
clicking on a link embedded within the advertisements.” 
Since SilverPush is largely focused on the US re-tar- 
geting market, it faces stiff competition from the likes of 
Tapad and Drawbridge, which have already built scale 
and are growing fast. Tapad, who says its 201 3 revenues 
were around $23 million, has so far raised $13 million 
from investors, and has implemented 
cross-screen campaigns for 200 of the 
Fortune 500 brands, including Dell, 
Audi and American Airlines. Close ri- 
val Drawbridge, which has raised a 
total of about $20.5 million investors 
including Sequoia Capital, has done 
more than 400 campaigns for clients 
in North America, Europe, China and 
Australia. 

All re-targeting players have 
proprietary technology whose holy 
grail is to accurately identify the same 
user on multiple devices. Tapad. whose 
Device Graph technology processes 
billions of data points a month to 
identify a common user across devices, 
claims an 80 to 90 per cent accuracy 


It is yet unclear how effective 
SilverPush's technology is. but since 
re-targeting campaigns are strictly fo- 
cused on guaranteeing returns for 
advertisers, improving clients' sales 
will be critical. Marketers are no longer 
satisfied with consumers clicking on 
ads. "We like to compare sales revenue 
generated after running the campaign 
and the investment in the campaign." 
says Harneet Singh Rajpal. Vice 
President - Marketing at Domino's 
India. The pizza company ran a couple 
of re-targeting campaigns with 

SilverPush, but backed off later because 
return on investment could not be established. That will 
be the challenge for Chawla, SilverPush's CEO. 

Advertising giants such as Google are also testing the 
waters with cross-device re-targeting. Google is testin ga 
technology for desktop-to-mobile re-targeting services to 
brands with more than 100,000 customers registered on 
their websites (including e-commerce companies). The 
technology. which could replace cookies, will allow ad- 
vertisers to serve ads on mobile devices to people who 
have visited their websites at least once. @ 
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4^ heryl Sandberg has called 
‘ it one of the most im- 
portant documents ever 
| to come out of Silicon 
h. 7 Valley. It's been viewed 
more than five million times on the 
web. But when Reed Hastings and I 
(along with some colleagues) wrote 
a PowerPoint deck explaining how 
we shaped the culture and moti- 
vated performance at Netflix, where 
Hastings is CEO and I was chief tal- 
ent officer from 1998 to 2012, we 
had no idea it would go viral. We 
realised that some of the talent man- 
agement ideas we'd pioneered, such 
as the concept that workers should 
be allowed to take whatever vaca- 
tion time they feel is appropriate, 
had been seen as a little crazy (at 
least until other companies started 
adopting them). But we were sur- 
prised that an unadorned set of 127 
slides — no music, no animation — 
would become so influential. 

People find the Netflix approach 
to talent and culture compelling for 
a few reasons. The most obvious 
one is that Netflix has been really 
successful: During 2013 alone its 
stock more than tripled, it won three 
Emmy awards, and its US subscriber 
base grew to nearly 29 million. All 
that aside, the approach is compel- 
ling because it derives from common 
sense. In this article I'll go beyond 





the bullet points to describe five ideas 
that have defined the way Nettlix at- 
tracts, retains, and manages talent. 
But first I'll share two conversations 
I had with early employees. both 
of which helped shape our overall 
philosophy. 

The first took place in late 2001. 
Netflix had been growing quickly: 
We'd reached about 120 employ- 
ees and had been planning an 
IPO. But after the dot-com bubble 
burst and the 9/11 attacks oc- 
curred, things changed. It became 
clear that we needed to put the IPO 
on hold and lay off a third of our 
employees. It was brutal. Then, a 
bit unexpectedly, DVD players be- 
came the hot gift that Christmas. 
By early 2002 our DVD-by-mail 
subscription business was growing 
like crazy. Suddenly we had far more 
work to do, with 30 per cent fewer 
emplovees. 

One day I was talking with one 
of our best engineers, an employee 
I'll call John. Before the layoffs. 
he'd managed three engineers, but 
now he was a one-man department 
working very long hours. I told 
John I hoped to hire some help for 
him soon. His response sur- 
prised me. "There's no rush - 

I'm happier now,” he said. It 
turned out that the engineers 
we'd laid off weren't spectacular 






- they were merely adequate. John 
realised that he'd spent too much 
time riding herd on them and fixing 
their mistakes. "I've learned that 
I'd rather work by myself than with 
subpar performers," he said. His 
words echo in my mind whenever 
I describe the most basic element 
of Netflix's talent philosophy: The 
best thing you can do for employees 
— a perk better than foosball or free 
sushi - is hire only "A" players to 
work alongside them. Excellent col- 
leagues trump everything else. 

The second conversation took 
place in 2002, a few months after 
our IPO. Laura, our bookkeeper, 
was bright, hardworking, and cre- 
ative. She'd been very important to 
our early growth, having devised 
a system for accurately tracking 
movie rentals so that we could pay 
the correct royalties. But now, as a 
public company. we needed CPAs 
and other fully credentialed, deeply 
experienced accounting prolession- 
als — and Laura had only an asso- 
ciate's degree from a community 
college. Despite her work ethic, her 
track record. 

















The company's 
expense policy is five 
words long: “Act in 


Nettlix’s best interests" 


and the fact that we all really liked her. her skills 
were no longer adequate. Some of us talked about 
jury-rigging a new role for her, but we decided that 
wouldn't be right. 

So I sat down with Laura and explained the 
situation — and said that in light of her spectacular 
service, we would give her a spectacular severance 
package. I'd braced myself for tears or histrionics. 
but Laura reacted well: She was sad to be leaving 
but recognised that the generous severance would 
let her regroup. retrain, and find a new career path. 
This incident helped us create the other vital ele- 
ment of our talent management philosophy: If we 
wanted only "A" players on our team, we had to 
be willing to let go of people whose skills no longer 
fit. no matter how valuable their contributions 
had once been. Out of fairness to such people — 
and, frankly, to help us overcome our discomfort 
with discharging them — we learned to offer rich 
severance packages. 

With these two overarching principles in mind, 
we shaped our approach to talent using the five 
tenets below. 
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Hire, Reward, and Tolerate Only 
Fully Formed Adults 

Over the years we learned that if we asked people 
to rely on logic and common sense instead of on 
formal policies, most of the time we would get bet- 
ter results, and at lower cost. If you're careful to 
hire people who will put the companv's interests 
first, who understand and support the desire for a 
high-performance workplace, 97 per cent of vour 
employees will do the right thing. Most companies 
spend endless time and money writing and enforc- 
ing HR policies to deal with problems the other three 
per cent might cause. Instead, we tried really hard 
to not hire those people, and we let them go if it 
turned out we'd made a hiring mistake. 

Adultlike behaviour means talking openly 
about issues with your boss. your colleagues, and 
your subordinates. It means recognising that even 
in companies with reams of HR policies, those 
policies are frequently skirted as managers and 
their reports work out what makes sense on a case- 
by-case basis. 

Let me offer two examples. 

When Netflix launched. we had a standard 
paid-time-off policy: People got 10 vacation days, 
10 holidays, and a few sick days. We used an hon- 
our system — employees kept track of the days they 
took off and let their managers know when they'd 
be out. After we went public, our auditors freaked. 
They said Sarbanes-Oxley mandated that we ac- 
count for time off. We considered instituting a for- 
mal tracking system. But then Reed asked. "Are 
companies required to give time off? If not, can't we 
just handle it informally and skip the accounting 
rigmarole?” I did some research and found that, 
indeed, no California law governed vacation time. 

So instead of shifting to a formal system, we 
went in the opposite direction: Salaried employees 
were told to take whatever time they felt was appro- 
priate. Bosses and employees were asked to work 
it out with one another. (Hourly workers in call 
centres and warehouses were given a more struc- 
tured policy.) We did provide some guidance. If vou 
worked in accounting or finance, you shouldn't 
plan to be out during the beginning or the end of 
a quarter, because those were busy times. If you 
wanted 30 days off in a row, you needed to meet 
with HR. Senior leaders were urged to take vaca- 
tions and to let people know about them —they were 
role models for the policy. (Most were happy to com- 
ply.) Some people worried about whether the sys- 
tem would be inconsistent — whether some bosses 
would allow tons of time off while others would be 
stingy. In general, | worried more about fairness 
than consistency, because the reality is that in any 








organisation, the highest-performing and most 
valuable employees get more leeway. 

We also departed from a formal travel and ex- 
pense policy and decided to simply require adult- 
like behaviour there, too. The company's expense 
policy is five words long: “Act in Netflix's best inter- 
ests." In talking that through with employees, we 
said we expected them to spend company money 
frugally, as if it were their own. Eliminating a for- 
mal policy and forgoing expense account police 
shifted responsibility to frontline managers. where 
it belongs. It also reduced costs: Many large com- 
panies still use travel agents (and pay their fees) to 
book trips, as a way to enforce travel policies, They 
could save money by letting employees book their 
own trips online. Like most Netflix managers, I had 
to have conversations periodically with employees 
who ate at lavish restaurants (meals that would 
have been fine for sales or recruiting, but not for 
eating alone or with a Netflix colleague). We kept 
an eye on our IT guys, who were prone to buying 
a lot of gadgets. But overall we found that expense 
accounts are another area where if you create a 
clear expectation of responsible behaviour, most 
employees will comply. 


Tell the Truth About Performance 


Many years ago we eliminated formal reviews. We 
had held them for a while but came to realise they 
didn't make sense — they were too ritualistic and too 
infrequent. So we asked managers and employees 
to have conversations about performance as an or- 
ganic part of their work. In many functions — sales, 
engineering, product development — it's fairly obvi- 
ous how well people are doing. (As companies de- 
velop better analytics to measure performance, this 
becomes even truer.) Building a bureaucracy and 
elaborate rituals around measuring performance 
usually doesn't improve it. 

Traditional corporate performance reviews are 
driven largely by fear of litigation. The theory is that 
if you want to get rid of someone, you need a paper 
trail documenting a history of poor achievement. 
At many companies, low performers are placed on 
"Performance Improvement Plans." I detest PIPs. | 
think they're fundamentally dishonest: They never 
accomplish what their name implies. 

One Netflix manager requested a PIP for a qual- 
ity assurance engineer named Maria, who had 
been hired to help develop our streaming service. 
The technology was new, and it was evolving very 
quickly. Maria's job was to find bugs. She was fast. 
intuitive, and hardworking. But in time we figured 
out how to automate the QA tests. Maria didn’t like 
automation and wasn't particularly good at it. Her 





new boss (brought in to create a world-class auto- 
mation tools team) told me he wanted to start a PIP 
with her. 

I replied, "Why bother? We know how this will 
play out. You'll write up objectives and deliverables 
for her to achieve, which she can't, because she 
lacks the skills. Every Wednesday you'll take time 
away from your real work to discuss (and docu- 
ment) her shortcomings. You won't sleep on Tues- 
day nights, because you'll know it will be an awful 
meeting. and the same will be true for her. After 
a few weeks there will be tears. This will go on for 
three months. The entire team will know. And at 
the end you'll fire her. None of this will make any 
sense to her. because for five years she's been con- 
sistently rewarded for being great at her job — a job 
that basically doesn't exist anymore. Tell me again 
how Netflix benefits? 


Traditional corporate 
performance reviews 
are driven largely by 

fear of litigation 


“Instead, let's just tell the truth: Technology has 
changed, the company has changed, and Maria's 
skills no longer apply. This won't be a surprise to 
her: She's been in the trenches, watching the work 
around her shift. Give her a great severance pack- 
age — which, when she signs the documents. will 
dramatically reduce (if not eliminate) the chance 
of a lawsuit." In my experience, people can handle 
anything as long as they're told the truth — and this 
proved to be the case with Maria. 

When we stopped doing formal performance re- 
views. we instituted informal 360-degree reviews. 
We kept them fairly simple: People were asked to 
identify things that colleagues should stop. start. 
or continue. In the beginning we used an anony- 
mous software system, but over time we shifted to 
signed feedback, and many teams held their 360s 
face-to-face. 

HR people can't believe that a company the size 
of Netflix doesn't hold annual reviews. "Are you 
making this up just to upset us?” they ask. I'm not. If 
vou talk simply and honestly about performance on 
a regular basis, vou can get good results — probably 
better ones than a company that grades everyone 
on a five-point scale. 
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Managers Own the Job of 

Creating Great Teams 

Discussing the military's performance during the 
Iraq War, Donald Rumsfeld, the former defence sec- 
retary, once famously said, "You goto war with the 
army you have, not the army you might want or 
wish to have at a later time." When I talk to man- 
agers about creating great teams, I tell them to ap- 
proach the process in exactly the opposite way. 

In my consulting work, I ask managers to 
imagine a documentary about what their team is 
accomplishing six months from now. What spe- 
cific results do they see? How is the work differ- 
ent from what the team is doing today? Next I ask 
them to think about the skills needed to make the 
images in the movie become reality. Nowhere in 
the early stages of the process do I advise them to 
think about the team they actually have. Only after 
they've done the work of envisioning the ideal out- 
come and the skill set necessary to achieve it should 
they analyse how well their existing team matches 
what they need. 

If you're in a fast-changing business envi- 
ronment, you're probably looking at a lot of mis- 
matches. In that case, you need to have honest con- 
versations about letting some team members find a 
place where their skills are a better fit. You also need 
to recruit people with the right skills. 

We faced the latter challenge at Netflix in a 
fairly dramatic way as we began to shift from DVDs 
by mail to a streaming service. We had to store mas- 
sive volumes of files in the cloud and figure out how 
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HBR: Why did you write 
the Netflix culture deck? 
Hastings: It's our version of 
Letters to a Young Poet for budding 
entrepreneurs. It's what we wish 
we had understood when we 
started. More than 100 people at 
Netflix have made major contribu- 
tions to the deck, and we have 
more improvements coming. 


Many of the ideas in it seem 
like common sense, but 
they go against traditional 
HR practices. Why aren't 





Netflix founder and CEO Reed Hastings discusses the 
company's unconventional HR practices 


companies more innovative 
when it comes to talent 
management? 

As à society, we've had hundreds of 
years to work on managing indus- 
trial firms, so a lot of accepted HR 
practices are centred in that experi- 
ence. We're just beginning to learn 
how to run creative firms, which is 
quite different. Industrial firms thrive 
on reducing variation (manufactur- 
ing errors); creative firms thrive on 
increasing variation (innovation ). 


What reactions have you 


huge numbers of people could reliably access them. 
(By some estimates, up to a third of peak residen- 
tial Internet traffic in the US comes from custom- 
ers streaming Netflix movies.) So we needed to find 
people deeply experienced with cloud services who 
worked for companies that operate on a giant scale 
- companies like Amazon. eBay. Google, and Face- 
book, which aren't the easiest places to hire some- 
one away from. 

Our compensation philosophy helped a lot. Most 
ofits principles stem from ideals described earlier: Be 
honest, and treat people like adults. For instance, 
during my tenure Netflix didn't pay performance 
bonuses, because we believed that they're unneces- 
sary if you hire the right people. If your employees 
are fully formed adults who put the company first. 
an annual bonus won't make them work harder or 
smarter. We also believed in market-based pay and 
would tell employees that it was smart to interview 
with competitors when they had the chance, in or- 
der to get a good sense of the market rate for their 
talent. Many HR people dislike it when employees 
talk to recruiters, but I always told employees to 
take the call, ask how much, and send me the num- 
ber — it's valuable information. 

In addition, we used equity compensation much 
differently from the way most companies do. Instead 
of larding stock options on top of a competitive sal- 
ary, we let employees choose how much (if any) of 
their compensation would be in the form of equity. 
If employees wanted stock options, we reduced their 
salaries accordingly. We believed that they were 








gotten from your peers to 
steps such as abolishing 
formal vacation and per- 
formance review policies? 
In general, do you think 
other companies admire 
your HR innovations or 
look askance at them? 
My peers are mostly in the creative 
sector, and many of the ideas in our 
culture deck came from them. We 
are all learning from one another. 


Which idea in the culture 
deck was the hardest sell 


with employees? 

“Adequate performance gets a gen- 
erous severance package." It's a 
pretty blunt statement of our hun- 
ger for excellence. 


Have any of your talent 
management innovations 
been total flops? 

Not so far. 


Patty talks about how lead- 
ers should model appropri- 
ate behaviours to help peo- 

ple adapt to an environment 


with fewer formal controls. 
With that in mind, how 
many days off did you 

take in 20137? 

"Days off" is a very industrial con- 
cept, like being "at the office." I find 
Netflix fun to think about, so there 
are probably no 24-hour periods 
when I never think about work. 
But I did take three or four week- 
long family trips over the past year, 
which were both stimulating 
and relaxing. 


sophisticated enough to understand the trade-ofls, 
judge their personal tolerance for risk, and decide 
what was best for them and their families. We dis- 
tributed options every month, at a slight discount 
from the market price. We had no vesting period — 
the options could be cashed in immediately. Most 
tech companies have a four-year vesting schedule 
and try to use options as "golden handcuffs” to aid 
retention, but we never thought that made sense. If 
you see a better opportunity elsewhere, you should 
be allowed to take what you've earned and leave. If 
vou no longer want to work with us, we don't want 
to hold you hostage. 

We continually told managers that build- 
ing a great team was their most important task. 
We didn't measure them on whether they were 
excellent coaches or mentors or got their pa- 
perwork done on time. Great teams accomplish 
great work, and recruiting the right team was the 
top priority. 


Leaders Own the Job of 

Creating the Company Culture 

After I left Netflix and began consulting. I 
visited a hot start-up in San Francisco. It had 
60 employees in an open loft-style office with a foos- 
ball table, two pool tables. and a kitchen, where a 
chef cooked lunch for the entire staff. As the CEO 
showed me around, he talked about creating a fun 
atmosphere. At one point I asked him what the 
most important value for his company was. He re- 
plied, "Efficiency." 


"OK." I said. "Imagine that | work here, and 
it's 2.58 p.m. I'm playing an intense game of pool. 
and I'm winning. I estimate that I can finish the 
game in five minutes. We have a meeting at 3 p.m. 
Should I stay and win the game or cut it short for 
the meeting?” 

"You should finish the game." he insisted. | 
wasn't surprised: like many tech start-ups. this was 
a casual place, where employees wore hoodies and 
brought pets to work, and that kind of casualness 
often extends to punctuality. "Wait a second,” | 
said. "You told me that efficiency is vour most im- 
portant cultural value. It's not efficient to delay a 
meeting and keep coworkers waiting because of 
a pool game. Isn't there a mismatch between the 
values you re talking up and the behaviours you re 
modelling and encouraging: ^ 

When I advise leaders about molding a cor- 
porate culture, I tend to see three issues that 
need attention. This type of mismatch is one. 
It's a particular problem at start-ups, where 
there's a premium on casualness that can run 
counter to the high-performance ethos lead- 
ers want to create. | often sit in on company 
meetings to get a sense of how people operate. 
| frequently see CEOs who are clearly winging it. 
They lack a real agenda. They're working from 
slides that were obviously put together an hour be- 
fore or were recycled from the previous round of VC 
meetings. Workers notice these things, and if they 
see a leader who's not fully prepared and who relies 
on charm. IQ. and improvisation, it affects how they 
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perform, too. It's a waste of time to articulate ideas 
about values and culture if vou don't model and re- 
ward behaviour that aligns with those goals. 

The second issue has to do with making sure 
employees understand the levers that drive the busi- 
ness. I recently visited a Texas start-up whose em- 
ployees were mostly engineers in their twenties. "I 
bet half the people in this room have 
never read a P&L,” I said to the CFO. 


He replied, "It's true — they're not 
— 


financially savvy or business savvy, — 


and our biggest challenge is teaching 
them how the business works." = 
Even if you've hired people 
who want to perform 
well, you need to clearly 
communicate how the 
company makes money 
and what behaviours 
will drive its success. At 
Netflix, for instance, 
employees used to fo- 
cus too heavily on 
subscriber growth, 
without much 
awareness that 
our expenses often 
ran ahead of it: We 
were spending huge 
amounts buying DVDs, 
setting up distribution cen- 
tres, and ordering original 
programming. all before we'd 
collected a cent from our new 
subscribers. Our employees 
needed to learn that even 
though revenue was 
growing, managing ex- 
penses really mattered. ~~ 
The third issue is 
something I call the split personality start-up. At 
tech companies this usually manifests itself as a 
schism between the engineers and the sales team, 
but it can take other forms. At Netflix, for instance, 
| sometimes had to remind people that there were 
big differences between the salaried professional 
staff at headquarters and the hourly workers in the 
call centres. At one point our finance team wanted 
to shift the whole company to direct-deposit pay- 
checks, and I had to point out that some of our 
hourly workers didn't have bank accounts. That's 
a small example, but it speaks to a larger point: As 
leaders build a company culture, they need to be 
aware of subcultures that might require different 
management. 
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Good Talent Managers Think Like 
Businesspeople and Innovators 
First, and Like HR People Last 
Throughout most of my career I've belonged to pro- 
fessional associations of human resources execu- 
tives. Although I like the people in these groups per- 
sonally, I often find myself disagreeing with them. 
Too many devote time to morale improvement 
initiatives. At some places entire teams focus on 
getting their firm onto lists of “Best Places to Work" 
(which, when you dig into the methodologies, are 
really based just on perks and benefits). At a recent 
conference I met someone from a company that had 
appointed a "chief happiness officer" — a concept 
that makes me slightly sick. 

During 30 years in business I've never seen 
an HR initiative that improved morale. 
HR departments might throw parties and 
hand out T-shirts, but if the stock price is 

falling or the company's products aren't per- 
ceived as successful, the people at those par- 
ties will quietly complain — and they'll use 

the T-shirts to wash their cars. 

Instead of cheerleading, people in 
my profession should think of them- 
selves as businesspeople. What's good 

for the company? How do we commu- 
nicate that to employees? How can we 
help every worker understand what 

we mean by high performance? 
Here's a simple test: If your com- 
pany has a performance bonus 
plan. go up to a random employee 
and ask, "Do you know specifically 
what you should be doing right 
now to increase your bonus?” 

If he or she can't answer, the 

HR team isn't making things as 

clear as they need to be. 

At Netflix I worked with col- 
leagues who were changing the way people con- 
sume filmed entertainment, which is an incredibly 
innovative pursuit — yet when I started there, the 
expectation was that I would default to mimicking 
other companies' best practices (many of them an- 
tiquated), which is how almost everyone seems to 
approach HR. I rejected those constraints. There's 
no reason the HR team can't be innovative too. @ 








Patty McCord is the founder of Patty McCord 

Consulting and the former chief talent officer at 
Netflix. This article was published in Harvard Busi- 
ness Review, January-February 2014. Copyright 
©2014 Harvard Business School Publishing Corpo- 
ration. All rights reserved. 
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DRAFT WITH CARE 
THE LEASE AGREEMENT 
IS CRUCIAL IN CASE OF 
A DISPUTE WITH THE 
TENANT. ENSURE IT 
INCLUDES ALL CLAUSES 
WHICH PROTECT YOUR 
INTERESTS 





house on rent so that he can avoid 
hassles later. 


First Steps 

The first step is to ascertain the 
correct rent amount. It is crucial 
because in such a competitive 
market you can't ask for more than 
the market rate. Doing so will put off 
potential tenants. However, if your 
house is better maintained and 
furnished than that of others. you 
can charge a premium. Sanjay 
Sharma, Managing Director, Qubrex. 
says it is easier to determine the rent 
for a flat in a group housing society 
than for independent houses. "For 
group housing societies, one can find 
the latest figure by asking others 
(there is more uniformity as all flats 
are similar). If the furnishings are 
excellent, you can ask for a premium, 
but may have to wait longer to find a 
tenant. For independent houses or 
floors. it is a trickier, but you can 
check the rent of nearby properties 
and arrive at an approximate rent 
per square feet figure and apply it to 
vour property." 

Vineet Kumar Singh, Executive 
Vice President and Business Head. 
99acres.com, says the rent is directly 
related to the capital value of the 
property. "The annual rent is 2.5 to 
three per cent of the capital value 
and differs according to the location 
and amenities provided." 

"You can also ascertain the rent 
by looking at the ready reckoner 
rate. This is specific to each locality 
and, therefore, a good method to 
compute the rent,” says Shivanand 
Samant, CEO, Supreme Housing. 

Therefore, the main factors that 
decide the rent are capital value. 
amenities provided. location 





and demand. 

How can you let it be known that 
you want to give your house on rent: 
In today's high-tech world, it is quite 
easy to do so. A number of real estate 
websites. such as 99acres.com, 
Magicbricks.com and Makaan.com. 
provide this service for free, You just 
need to upload the details of vour 
property and. if possible. photo- 
graphs on the website and wait lor 
those interested to contact you. It is 
a good medium because generally 
house hunters visit these websites to 
get an idea about rent and the type of 
houses available. "With online por- 
tals charging very less or no commis- 
sion and offering the facility to sort 
and search. both owners and renters 
are going online. Online portals also 
provide a list of brokers in the local- 
ity.” says Ashok Mohanani, 
Chairman and Managing Director. 
EKTA World. a real estate developer. 

Those who are not tech-savvy 
can advertise in newspapers for a 
small fee. However. the traditional 
and most preferred way is to 
approach a broker. In fact. on online 
portals, most advertisements are 
placed by brokers on behalt of 
clients. This has many advantages. 
A broker gives personalised services 
to both the landlord and the tenant. 
He can also save you a lot of time 
and effort by helping with the 
tenant's police verification, 
preparation of lease agreement. 
However. this increases costs as he 
will typically charge half- or one- 
month rent from both the parties. 

"Residential leasing is typically 
driven by local brokers. This is a local 
business as brokers have most infor- 
mation about the areas where they 
operate. Also, if a local broker is in- 
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volved, one can inspect properties in- 
stantly." says A.S. Sivaramakrishnan, 
Head, Residential Services, CBRE 
South Asia. 


Lease Agreement 

A rent agreement is a legal docu- 
ment which binds the landlord and 
the tenant to comply with the mutu- 
ally-agreed conditions. It is the most 
crucial document in case of a dispute 
between the two. 

Therefore, care should be taken 
in drafting the document. It should 
state all terms and conditions clearly 
to avoid any dispute in future. "Take 
the help of a legal expert to draft the 
lease agreement. Try doing a refer- 
ence check and, most important, 
ensure that a police verification 
done. It is in the best interest of all 
stakeholders" says Mohanani of 
EKTA World. 

These are the points to consider 
while finalising the agreement. 

1) Name, address, father's name 
of both the tenant and the landlord 
should be clearly mentioned. 

2) It should be verified that the 
lessor is the legal owner of the prop- 
erty, or a person duly authorised by 
him, or à person authorised by a 
court to enter into such a contract. 

3) The rent should be clearly 
mentioned (also whether it includes 
maintenance fee). The quantum of 
increase in rent and from which date 
should also be made clear. The mode 
of payment, whether in cheque or 
cash, plus the date of payment, is also 
important. Any interest to be paid in 
case of delayed payment should also 
be stated clearly. 

4) The period of tenancy should 
be clearly mentioned. The security 
amount and the lock-in period are 
also important. How the amount will 
be refunded or whether it will be ad- 
justed in the advance rent should 
also be clearly mentioned. 

5) Who will pay water, electricity 
and maintenance charges is also 
important. 
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Vineet Kumar Singh 
Executive Vice President and 
Business Head, 99acres.com 


"The rent is 
directly related to 
the capital value 
of the property. 
The annual rent 
is 2.5-3% of the 
capital value and 
differs according 
to the location 
and amenities 
provided" 


6) In case the [lat is furnished. a 
list of fittings and fixtures should be 
made and penalty for damage de- 
cided in advance. The landlord 
should also check plumbing. electri- 
cal, sanitary fittings, etc., and men- 
tion their condition in the agree- 


ment. Details of the condition of 


walls, ceilings and rooftop should 
also be mentioned so that there is no 


dispute over damage to the house, if 


there is any. 

7) The purpose of tenancy should 
be clearly written — whether it will be 
used for commercial or residential 
purpose. 


8) The process for premature 
termination of the lease. 

9) The agreement must specify 
the availability of facilities like 
common passage, roof, park. 
swimming pool. car parking. library. 
club, gymnasium, etc., besides the 
demarcated property, and charges 
payable, if any, for these. 

This list is not exhaustive. The 
landlord and the tenant can add as 
many conditions as they want. 

After preparing the lease 
agreement, the most important task 
is to get it registered. As per Rajeev 
Aggarwal, Partner, R.A. Law Co. 
Advocates & Consultants, every lease 
agreement should be registered 
because only then it can be used as 
evidence in the court in case of any 
litigation. However, as per Section 
17 of the Registration Act 1908, it is 
compulsory to get the agreement 
registered only if the lease period is 
more than 11 months. For 
registration, stamp duty and 
registration fee have to be paid. 


Police Verification 

This process helps in background 
check of the tenant. Not doing this is 
a punishable offence under Section 
188 of the Indian Penal Code. This 
lowers the risk that the house is not 
being rented out to a personal with 
criminal background. For this the 
landlord simply has to fill the verifi- 
cation form and submit it to the local 
police station along with identifica- 
tion proof of the tenant. The forms 
are available online on websites of 
state police departments. 

Apart from the above, the land- 
lord should periodically visit the 
premises to check whether the ten- 
ant is violating any condition or if he 
has sublet the property. If yes, the 
landlord can demand that he vacate. 
If the tenant refuses to do so, the 
landlord can approach the authority 
which oversees disputes related to 
rent, with all the documents. € 
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On the job: Sacheerome Managing 
Director Manoj Arora at his Delhi office 
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There has been 

an explosion of 
new fragrances 
and flavours 
triggered by 
growing consumer 


demand. 


By ARUNIMA MISHRA 





ijay Vadrevou, guitarist with the 
Hyderabad-based rock band 
AlterEgoz, chooses his deodorants 
and perfumes as carefully as he 
plays his notes. “I have two distinct 
usage patterns,” he says. “When I 
play the guitar during my shows I 
wear a Davidoff Cool Water, Park 
Avenue Jazz or [Christian Dior] Fahrenheit that have 
subtle fragrances and last for a long time. When I am at 
the gym or go out in the sun I use a Park Avenue or Wild 
Stone as these have a strong smell.” 

People like Vadrevou who want 
different fragrances for different occa- 
sions are not just helping to grow the 
market for deodorants and perfumes 
in India. They are also prompting 
companies to experiment with and 
launch products with newer fra- 
grances, even though consumers 
have plenty of choices already with 
nearly 400 deodorants brands in a 
market estimated to be nearly 71,800 
crore. “Our core customers buy the 
whole bouquet of fragrances for all occasions,” says Ranju 
Mohan, Director and Business Head at J.K. Ansell, an equal 
joint venture between India's Raymond Group and 
Australia's Ansell International that sells deos and other 
products under the KamaSutra brand. "They don't just 
want to smell good. They are eager to smell better." 





of fragrances are made from 

synthetic ingredients, which 

are much cheaper than their 
natural counterparts 


> Video interview of Dhruv Arora and his father Manoj at | 
www.businesstoday.in/sacheerome-arora | 


Anil Kulkarni, Business Director at another Raymond 
Group company J.K. Helene Curtis, which owns the Park 
Avenue brand, agrees with Mohan. “We constantly worry 
about new and refreshing fragrances that we create. Park 
Avenue launches two new fragrances every year and 
takes a fragrance off the shelf in case of poor acceptance 
from customers,” he says. The company recently 
launched Park Avenue Speed Shower, a shampoo-cum- 
shower-gel formulated with exotic ingredients such as 
avocados and rosemary oil. 

The newfound sense of experiment among consumers 
and companies is not limited to deodorants and perfumes. 
Similar innovations are happening in a wide range of 
other segments as consumer demand surges for new 
products that taste and smell different. “There is a market 
for newer fragrances in personal care, hair care, skin care 
and air fresheners, besides newer flavours in value-added 
foods business,” says Dhruv Arora, Director for Business 
Development at Sacheerome. a Delhi-based company 
owned by his family that makes concentrate fragrances 
and flavours. 

Consumer goods companies that are not shying away 
from trying new flavours and fragrances include Godrej, 
Gujarat Co-operative Milk Marketing Federation (GCMMF) 
and Vadilal Industries. GCMMF, for instance, is adding new 
flavours in product categories such as milk and ice-cream 
under its Amul brand. It will shortly launch flavoured 
milk variants — Kiwi, Passion Fruit and Musk Melon. Also. 
on the 15th of every month, Amul provides a new limited- 
edition flavour - called Sweet 15 — at its scooping parlours 
The 100 ml-scoop is priced at 115, and at an extra cost ol 
15 or 310, a consumer can get his/her favourite topping 
like kheer. caramel and strawberry cream added to it. 

"Consumers are aspiring for new flavours and very 

few are willing to compromise,” says 

R.S. Sodhi, Managing Director at 

GCMMF. He says the company has 

O been adding exclusive franchisee ice- 
Me cream outlets that have more storage 

o space and sell more flavours than a 
regular shop. “It is necessary to keep 
adding new flavours to get growth in 
a specific product category like ice- 
cream,” he says. “It helps to increase 
excitement — a necessary factor for 
ice-cream consumption — for our 
product range and gets consumers 
into our fold from the competitors’ brands.” 

Ahmedabad-based Vadilal launches 15 to 20 products 
in ice-creams and flavoured milk every year, says 
Managing Director Devanshu Gandhi. “When there's 
[volume] growth of value-added flavoured dairy products. 
there's growth for flavour manufacturers,” he says. 
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LBN L Fragrances & Flavours 


In the air freshener category, consumer preference is 
shifting away from traditional favourites like jasmine, 
lavender and sandalwood to fruity fragrances such as 
lemon and orange. and exotic ones like jojoba oil. Sunil 
Kataria, Chief Operating Officer, Sales, Marketing and 
SAARC, Godrej Consumer Products, says several products 
have been launched in the category in the past 18 
months. He estimates the market size for air fresheners in 
India is about %400 crore and growing at 20 to 30 per 
cent annually. Kataria says the company launched a car 
product, Musk After Smoke, 10 months ago. “For summer 
it's a citrus note, while in winter it changes.” he adds. 

Another Godrej group company, Godrej Tyson Foods 
Ltd (GTFL), recently launched chicken toppings in three 
flavours — Barbecue, Classic and Hot & Spicy — under its 
fast-growing brand Real Good Yummiez. It also launched 
‘Chicken Strips’ in two variants, Hot & Spicy and Lemon 
& Pepper, under the brand Real Good Chicken. Arabind 
Das, Chief Operating 
Officer at GTFL, says culi- 
nary tastes in India are 
changing as a growing 
young population is be- 
coming increasingly 
aware of global cuisines. 
“Television food shows 
and proliferation of QSRs e 
[quick service restau- 
rants| have brought 
about a new eating cul- 
ture. International culi- 
nary experiences are not 
limited to eating out,” he 
says. “Consumers have 
now started experiment- 
ing with dishes such as 
pasta, pizza, and panini 
sandwiches at home, and 
add flavours and create 
recipes of their choice.” 

Consumer goods mak- 
ers are not the only ones 
adapting to changing customer preferences. Companies 
that make concentrate fragrances and flavours such as 
Delhi's Sacheerome and Mumbai-based S.H. Kelkar as 
well as multinational companies like International Flavors 
& Fragrances, Symrise, Givaudan and Firmenich are 
growing their India businesses. 

Sacheerome and S.H. Kelkar are among the main 
domestic players that make concentrate fragrances and 
flavours for consumer goods companies. S.H. Kelkar has 
a 20 per cent share of the fragrance market, according to 
CEO B. Ramkrishnan. The company has been growing 12 
to 16 per cent annually for five years and posted revenue 
of 3740 crore in 201 2/13. Fragrances account for 70 per 
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Watch slideshow of Sacheerome factory at LJ 
www.businesstoday.in/sacheerome-factory 










cent of its business and flavours make up the re- 
maining. Ramkrishnan says easy availability of 
imported goods has helped increase consume: 


demand for innovative fragrances and flavour: 
"There's a growing market for us as we are not 
only selling to home-spun consumer goods com 
panies but to the external world as well," he adds 

[In order to keep up with the growing demand. 
Sacheerome and S.H. Kelkar have started making 
more investments. S.H. Kelkar has invested $6 
million (about 136 crore) in a plant, while 
Sacheerome, which already has a 1 5,000 sq. ft. 
research and development facility and manulac- 
turing unit, has invested {70 crore in a new 
40,000-sq ft R&D facility at Okhla in Delhi. Manoj 
Arora, Dhruv's father and Managing Director al 
Sacheerome, says the company is gearing up to increase 
its international presence. Sacheerome exports to 2] 
countries with hookah manufacturers in the Middle East 
one of its biggest buyers. The company plans to enter int 
six more countries this year. Arora aims to double 
Sacheerome's revenue from the current 1100 crore in the 
next two years. "We are trying to become technologically 
advanced to compete in this space. We are growing at | | 
per cent year-on-year, and want to be the market leader 
once our production increases.” he says. € 
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f you want to put a glue to the extreme test, —— 


Gecko Biomedical the pumping heart would be the most 
| 


challenging spot. A Paris-based start- 


| A n Ad hesive up. Gecko Biomedical, working with 


technology developed at the 


th at Massachusetts Institute of Technology 


(MIT), has shown in animal testing 


Perform S that its adhesive can be elastic enough 


to hold heart tissue, despite the heart 


in the pumping at 180 beats per minute. The 


glue uses molecules which already exist 


Heart's in the body and is activated by ultraviolet 


light. Trials are on in Europe. The company 
Lu b-dub wants to go commercial in 2016, targeting the tissue 

repair market and later the minimally invasive surgery market 
| where it has many advantages over stitches and sutures. 


















@ BACKSTORY 


In 2005, Jeffrey Karp, a post-doc 
researcher at MIT. took a bio-inspired 
approach to create sticky material 
which could seal soft tissue and work 
under wet conditions. In 2009, Pedro 
del Nido, a doctor at the Boston 
Children's Hospital, came to him with a 
specific problem: how to seal the holes 
between chambers of the heart — a 
congenital problem some children have. 
Sutures could tear the fragile tissue 
while implants, designed for adults and 
non-biodegradable, often required 
invasive surgery. After four years of 
work, the duo found the solution. 


Q BREAKING OUT 


Karp was at the right place. He had worked at the 
Langer Lab, probably the most prolific biomaterials lab 
in the world, named after Robert Langer. Bernard Gilly. a 
serial entrepreneur who sold his biotech company for 

€ 370 million to Sanofi in 2009, was looking to set up a 
medical ecosystem in Paris. He came to Boston and Karp's work 
caught his eye. The company started a year ago and also has Langer 
as a co-founder. 
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If you are a cool nerdy start-up, and would like to be featured 
in these pages write to us at btscience@intoday.com 








> Video interview with Jeffrey Karp at 
i s a a aav ieh tine | 


LIGHT ACTIVATED: ^ 

The adhesive, which Turning to nature 

is based on two for inspiration can 
biomolecules, glycerine get you out of 

and an acid, is conventional thinking" 


activated by UV light. 


JEFFREY KARP 
Co-founder, Gecko Biomedical 





PLATFORM PITCH 


If it can work in the heart. it should work with any other 
organ too. Karp has also developed adhesive platiorms 
inspired by porcupine quills, sandcastle worms and spiders. 





Q HOW IT WORKS 


The current design includes adhesives in the form ol 

a gel that can seal tissue as well as patches. The base 
material is glycerine and sebacic acid. A key property 

is that the adhesive does not react chemically with blood. 
Instead, when a UV light shines on it. a molecule called a 
photoinitiator triggers the linking action of the polymer 
chains which cause adhesion. The glue hardens when 
you want it to. 

The patches are like Band-Aid. Karp describes them as 
tissue velcro. If there is a hole to be filled, the patch can 
work as a scaffold for cell infiltration. The patch is also 
biodegradable and doesn't need to be taken oll. 














— WET ADHESIVE: Many 


adhesives lose their potency in a wet 

environment. This one does not. The 

tissue surface need not be dry. The 

adhesive works in the presence of 

blood without reacting chemically; — (Gy INDIA CONNECT 

An estimated two million heart surgeries are needed every 
——— BIOCOMPATIBLE PATCHES: They year in India. This technology may eventually reduce the 

are like tissue velcro, growing into cost of heart surgery and related surgical procedures. 
the tissue and holding it together. While the company’s priority is Europe, Christophe Bancel, 
The idea is that the patches fill a CEO at Gecko Biomedical, says India will be an important 
wound and are biocompatible so market to consider when the time comes. € 


don't need to be taken off. VIRAT MARKANDEYA 
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Sleeping with the Frenemy 


A meticulously detailed account of the uneasy Sino-Indian relationship 





The Himalayan 
Face-off 
By Shishir Gupta 
Hachette India 
Pages: 3 30: Price: 650 


espite sharing a 3,488 km border, 
D India and China have had relatively 

little to do with each other through- 
out their long histories. India did engage 
with Tibet, now grudgingly recognised as 
part of China, but with the Middle Kingdom 
as such, it had only the most tenuous of 
ties. It is only now, as two of the biggest 
economies in a globalised world, and both 
nuclear powers to boot, that they are forced 
to interact closely at several levels. But the 
interaction is vitiated by the persisting bor- 
der dispute between the two countries and 
in India in particular, by memories of the 
1962 border war, in which it was roundly 
trounced. 

Shishir Gupta's book is the latest to ex- 
amine this uneasy relationship, albeit en- 
tirely from the Indian viewpoint. What it 
does underscore is how deeply suspicious 
India remains of the Chinese government's 
attitude and intentions primarily because 
the latter's pronouncements and actions 
frequently do not match. China has repeat- 
edly stressed that India is a partner, not a 
rival and that their common interests far 
outweigh their differences. And no doubt 
trade between the two, though skewed 
heavily in China's favour, has been steadily 
increasing —in 2011/12, it stood at $75.4 
billion against $59 billion the previous fis- 
cal year. Again, though the border issue is 
nowhere near resolution, there is the Peace 
and Tranquility Agreement of 1993, and 
two more signed in 1996 and 2005, that 
commits both nations to a peaceful border, 

But every now and then an incident 
occurs, which to India appears like deliber- 
ate provocation. China, for instance, claims 
to be neutral on the Kashmir dispute and 
yet keeps referring to the border with India 
as “2,000 km long”, which is to say it ig- 
nores the border it shares with Jammu and 


Kashmir, tacitly refraining from recognis- 
ing that state as part of India. It voices 
protests against any significant Indian ini- 
tiative undertaken in Arunachal Pradesh, 
one of the two focal points — the other being 
Aksai Chin — of the border dispute. And 
above all, there are the incursions by the 
Chinese army into the Indian side of the 
border, the last major one at Daulat Beg 
Oldi on the Ladakh border in April 2013, 
which made global headlines and was only 
resolved after a 21-day standoff. 

Gupta documents the ups and downs of 
the relationship in detail, quoting liberally 
from policy papers and government reports, 
as well as his discussions with those in- 
volved in shaping India’s China policy. 
Former foreign secretary Shyam Saran in 
particular, who has travelled extensively in 
the border areas, is quoted at length. 
Overall, he believes, India has been far too 
accommodating in its approach. “Even 
though China has been acting as a bully in 
Asia for the past decade to force the world to 
recognise Beijing's arrival on the global 
stage, New Delhi's stance is of a weak power 
which wants to play in the premier league 
but is afraid of it,” he writes, The Daulat Beg 
Oldi face-off, he maintains, signalled a 
change as India for once retaliated by build- 
ing a tin shed, bang on the Line of Actual 
Control, in response to the six tents the 
Chinese had put up on the Indian side and 
finally got the Chinese to vacate. 

But, in fact, as his own book docu- 
ments, in recent years India has been doing 
a good deal — not only beefing up infra- 
structure in the border areas but also ac- 
tively countering the growing Chinese in- 
fluence on its smaller neighbours — Nepal, 
Bhutan, and Bangladesh — with initiatives 
of its own. @ 


DEBASHISH MUKERJI 
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MBA (Finance & Banking): The current economic landscape provides numerous opportunities for the 
Indian banking sector. In order to leverage these emerging opportunities, a new class of bankers will be 
required in specialized functions of banking industry. To meet this objective, ICICI Bank and NIIT 
University have come together to equip experienced professionals from diverse industries with 
banking knowledge and skills. 


Programme Structure 
* Two years fulltime residential programme 


¢ Hands-on experience through two internship 
stints of six months each at ICICI Bank 


Earn while you learn 


Scholarship of $10,000 per month while on campus 
and 150,000 per month during internship at ICICI 
Bank. 


Job Opportunity 


Post successful completion of the programme, 
selected applicants will be placed at mid- 
management levels at ICICI Bank with a starting 
salary of X15lacs per annum. 


NU 


NIIT UNIVERSITY 


THE UNIVERSITY OF THE FUTURE 











Who should apply? 


Working professionals who are CAs/ Engineers; 
Graduates in any discipline(s) with a minimum 
work experience of three years in industries such as 
oil & gas, pharma, steel, infrastructure, aviation, 
power, IT, banking & financial services etc. 


Commencement of Programme 


« Theprogramme will commence in October 2014. 


Process for Applying 


To learn more about the programme and to apply, 
please visit www.icicicareers.com 


Apply within 7 days 


() ICICI Bank 
khayaal aapka 


————————————————————sm—r—ásmÀ 











EMC: 


where information lives* 





Hindustan Service Centre 


Altisource 


To apply for above jobs logon to www.monster.com »» Type the Job ID in the "Search Jobs" box 


EMC Corporation 

Senior Marcom Manager 

Location: Bengaluru / Bangalore 

Job ID: 14997913 

Description: Responsible for creating and 
implementing high impact marketing and 
communications programs that promote 
company's brand, products and services to 
both internal and external audiences. 


Careerist Management Consultants Pvt 
Ltd 

Deputy Manager / Manager- HR 

Location: Faridabad 

Job ID: 15166407 

Description: Proven generalist experience 
including the ability to work at both 
strategic and operational levels. 


Tesco Hindustan Service Center 

Head- Program Delivery 

Location: Bengaluru / Bangalore 

Job ID: 14413216 

Description: Strong leadership skills such 
as influencing, motivating teams, 
confidence and clarity and precision in 
thought. 


Altisource Business Solutions Private 
Limited 

Senior Business Operations Manager 
Location: Bengaluru / Bangalore 

Job ID: 14915307 

Description: The Senior BOM will support 
the director in financial planning, 
implementing growth initiatives and 
business planning activities. 


Now, you can do 
more than that with 


UNITEDHEALTH GROUP 




















Cognizant 


MONS COM ees 
o SALARYINDEX 


4 Paycheck. in J. wm annedubel n arce tore 


monste 


Find Bette 





UnitedHealth Group 

Sr. Manager - Pre - Sales 

Location: Gurgaon 

Job ID: 15184667 

Description: Manage pre-sales progr: 


j ensure proper success measurement 


provide timely analysis and report: 
leadership. 


^ WaterHealth India Private Limited 


HR Manager / HR Head 

Location: Hyderabad / Secunderabad 
Job ID: 15130001 

Description: The incumbent should ! 


' over 12-20 years of experience as a gener 


HR with functional expertise in key 
areas. 


. ABC Consultants Private Limited 


Director- Technology 

Location: Bengaluru / Bangalore, Mumt 
Job ID: 14897093 

Description: An ideal candidate sho 
have 14 to 20 years of experience, out 
which last 6 to 8 years in investm 
banking technology captives with str 
development exp in Java technologies. 


Cognizant Technology Solutions In 
PvtLtd 

Director - Projects 

Location: Bengaluru / Bangalore, Chenn 
Job ID: 15100014 

Description: Good understanding 
technology trends and usage in compa 
business areas. 


>> And click the "Go" butto 


* Salary Comparison 
* Salary Calculator 
* Salary Negotiation Tips 


http://my.monsterindia.com/calculate_salary.htm| 











Quark 


'OLARIS 


OBilive your dream 





[o apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box 


yn 
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Tech Mahindra Limited 

2D Animator/ Illustrator (Graphic designer- 
aviation/aerospace) 

Location: Bangalore 

Job ID: 15202086 

Description: Expertise in Adobe 
Photoshop, Illustrator, Flash, Audacity, MS 
Office, etc. Excellent skills in Flash, ranging 
from 2D animation, interactive buttons, and 
Action Scripting. 


QuarkXPress Publishing R&D (India) 
Pvt. Ltd. 

Software Engineer/Sr. Software Engineer - 
R&D 

Location: Chandigarh 

Jobs ID: 14953114 


Description: 3-5 years of experience in 
software development. Should have good 
knowledge of C#.NET, WPF, Web 
technologies & Multithreaded client 
application development. 


Polaris Software Lab Limited 

Java Developer 

Location: Hyderabad / Secunderabad 

Job ID: 15225585 

Description: More than 5 years of 
experience on development and design of 


financial products/applications using 
Java/J2EE. 


CareerNet Technologies Private Limited 
SQL DBA 

Location: Bengaluru / Bangalore, 
Hyderabad / Secunderabad 

Job ID: 15154988 

Description: Associate will work as a 
Senior SQL DBA Administrator from 
offshore location. 


anytime, anywhere 


" App Store 


Get Lucky. Get Active with Monster. 


Better Access 
Monster on mobile helps you find candidates 






GENPACT 
headstrong 
Capital Markets 





psy WILLIAMS LEA 





monster 


Find Better." 


Headstrong Services India Private 
Limited 

IBM BPM Testing 

Location: Bengaluru / Bangalore, 
Hyderabad / Secunderabad 

Job ID: 15173409 

Description: Candidate must have 4 4 
years of experience. 


Upside Learning Solutions Private 
Limited 

Java Developer 

Location: Pune 

Job ID: 15112203 

Description: Core Java, JSP, Servlet; DB 
basic, SQL, JDBC, at least one DB 
knowledge like MS SQL, MySQL, Oracle 


etc. 


Akshay Software Technologies 
Sharepoint Administrator 

Location: Noida 

Job ID: 15170434 

Description: Troubleshoot/Configuration 
of Central Admin features and various 
SharePoint services, example User Profile 
services, excels services, search 
configuration. 


Williams Lea India Private Limited 
PeopleSoft Developer Analyst 

Location: Chennai 

Job ID: 15210066 

Description: Must have experience with 
PeopleSoft Financials version 8.4 or later 
version, preferably 9.0/9.1. 


>> And click the "Go" button. 


-o Better Access 
& Better Connections 


@ Better Candidates 


monster 


Find Better 


T Photon 


P Multi Recruit 


Afiafi 
cisco 





Photon Infotech Private Limited 





monste 


Find Bette 





iQuest Management Consultants Pr 


Business Development Executive Limited 
Location: Chennai üiQues Consultants | ST. Sales Manager 
Jobs Id:14694127 | Location: Delhi 
Description: Making outbound cold calls to Jobs ID: 15179438 
targeted list of prospects. i E = Description: Role-Hard core sale 
elevator or escalator. 
Multi Recruit 


Sales Consultant/Senior. Sales Consultant 
Location: Bengaluru / Bangalore Location: Pune 
Job ID: 15220971 FU ITSU Job ID: 15180912 
Description: To generate enquires on a 
daily basis as per the target, To convert the 
prospects to bookings & Retails etc. 


2COMS Consulting Private Limited 


Marketing Executive Limited 
Location: Bengaluru / Bangalore, FSS Executive Marketing 
Hyderabad / Secunderabad —— Location: Chennai 
Job ID: 15193327 Job ID: 15063803 

_ Description: Extrovert Personality — — / Description: Develop and implem 
particularly dealing with Corporates Only. digital marketing strategies with a focu: 
Good Communication Skills. social media i.e Google ad-words, Twit 

FB, LinkedIn etc. 

Cisco Systems India Private Limited Jeevan Scientific Technology Limited 
Technical Marketing Engineer IV i Sales Executives 
Location: Bengaluru / Bangalore € Location: Hyderabad / Secunderabad 
Job ID: 15165598 — — | Job ID: 15220083 


Description: Strong routing and switching 
knowledge. Deep unicast and multicast 
routing knowledge a plus. Active CCIE 
R&S preferred. 


On Facebook 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box >> 
ppi g 


Better Connections 


Connects people to Brands on 
the Most Active Social Network. 


Http:;//apps.facebook.com/beknown 


Get Lucky. Get Active with Monster. 


Fujitsu Consulting India Private Lim 
Corporate Communication - Internal 


Description: Ability to mobilize prog; 
on floor / centers and amongst empl 
and managers. 


Financial Software & Systems Pri 


Description: Sales Executives, Direct Sc 
= -: Executives, Field Work With A 
Marketing Experience. 


And click the "Go" butte 
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iandMartin 
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Eo HR Recruiters 


jUNGARD 





Kelly Services India Private Limited 
Statutory Audit/External Audit 

Location: Bengaluru / Bangalore 

Job ID: 15168975 

Description: Looking for CA(Qualified) 
Fresher's or Experienced candidates. 


Sand Martin Consultants 

Accountant 

Location: Noida 

Job ID: 13088993 

Description: The selected candidate will be 
working on high end US/ UK/ Australian 
Accounts or Tax process. The job truly 
entails KPO nature of Accounting and Tax 
work. 


Global HR Recruiters 

Account Executive 

Location: Delhi 

Job ID: 15217249 

Description: Should have knowledge of 
Accounting Cost Control. 


Sungard Solutions India Private Limited 
Finance Executive 

Location: Pune 

Job ID: 15212671 

Description: Preparation and analysis of 
financial reports including Management and 
Corporate reporting. 


www. .monster.com 


Better Candidates 


With Monster's extensive database and 






SANTEL 





monster’ 


Find Better.” 


WNS Global Services Private Limited 
Manager - Internal Audit - Risk 
Management and Audit 

Location: Pune 

Job ID: 15220634 

Description: Execute and manage the audit 
assignments performing field-work 
following the planned audit approach while 


delivering quality work in line with 
Institute of Internal Audit (IIA) & WNS 
Group standards. 


Golden Opportunities Private Limited 
Process Specialist - Taxation 

Location: Chennai 

Job ID: 15210909 

Description: Looking for CA-inter/CWA 
inter/M.com candidates with 3+ years of 
experience. 


Syntel Limited 

Finance Fresher/Experienced 

Location: Mumbai, Pune 

Job ID: 15213523 

Description: Looking tor 
Freshers/Experienced at Syntel KPO 
Pune/Mumbai. 


Factset Systems India Pvt ltd 

Financial Consultant 

Location: Mumbai 

Job ID: 14398464 

Description: Managing a group of 
accounts assigned to you, ensuring that the 
relationship is healthy and that clients are 
getting the most out of the system. 


>> Type the Job ID in the "Search Jobs" box >> And 


“© Better Access 


SY Better Connections 


advanced technology, finding the rigni 
candidate is easy 


Get Lucky. Get Active with Monster. 





@ Better Candidates 


monster 
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. Sanjay K. Singh 
Divisional Chief Fxecuti 
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Paper Pusher 


‘Save Paper’ may be the politically 
correct motto of the digital age, but 
SANJAY K. SINGH begs to differ. As 
Divisional Chief Executive of ITC 
Paperboards and Specialty Papers 
Division, his mission is to encourage 
paper use. "I take a printout of every 
important mail I receive," he says. 
Nor does he, unlike top executives 
in many offices, impose restrictions 
on the number of printouts of 
documents employees can take. 
Singh, who joined ITC as a 


management trainee in 1977, will 


so take over as President of the 
Indian Paper Manufacturers 
Association later this year. 

AJAY MODI 





eee 








Following His Heart 


“I think the newly formed Telangana state 
faces more challenges and I thought my services 
would be much more useful there. Though. 
I must say, Coal India has been equally 
challenging and interesting," says S. NARSING 
RAO, 56, on his decision to step down as 
Chairman of the world's largest coal producing 
company to serve as principal secretary to 
Telangana Chief Minister K. Chandrasekhar Rao. 
Narsing Rao hails from Medak in Telangana and 
those who know him well say he has been a 
supporter of Telangana's statehood since his 
student days. Ask him about it and he laughs 
and says: "That is not relevant now." 

E. KUMAR SHARMA 


Time of His Life 
There was a time when companies 
manually clocked their employees 
hours in office. Then Kronos developed 
the first punch card system linked to a 
microprocessor which it introduced in 
1979. "Today we guide some ol the top 
organisations in scheduling the right 
people at the right point. And, in India, 
we have our second largest centre 
outside the US," says ARON AIN. CEO ol 
the leading workforce management 
software and services MNC. About 
Kronos's own system of scheduling 
people, he said: "We have a follow-the 
sun principle where employees in Asia 
service Asian and other markets only 
during their day hours and the reverse 
cycle is maintained by other 
counterparts. We never treated India 
as a cheap, labour arbitrage base." Ain 
also stresses that companies need to be 
sensitive about employees having a life 
outside work and getting back to their 
families by the end of the day. His 
$1 billion company is aggressively 
charting a growth path and, in India 
is looking to double its operations in 
two vears. 

SHAMNI PA^ 
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Making Nachos in India 


Cornitos, a flavoured tortilla corn chips brand, was established in 2009 under GreenDot Health Foods Ltd 
banner. VIKRAM AGARWAL, Founder and Director at GreenDot, is optimistic about Cornitos's expansion in 
India, saying: "We want to reach a turnover of 3100 crore in the next three years from the current 125 
crore." Cornitos's production site at Roorkee in Haridwar district, Uttarakhand. is fully automated. Agarwal 
says the highest hygiene standards are followed at this plant, spread over an area of 6,000 sq. metres, with 
an annual production capacity of 1,800 tonne. "The nachos we make are untouched by hand, right from 
their lime treatment to their packaging," he says. "The quality of our products is guaranteed by a lab on 
site." Agarwal has always loved food. He recalls that when he was young. his mother would often call him 
to the kitchen to seek his feedback on dishes she had cooked — which he gladly provided. 

ARUNIMA MISHRA 
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Schneider Electric's India plans at =, 
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Michael Sullivan 


VP. Healthcare Solutions 
Schneider Electric 


LBNL Leaderspeak Behind the scenes with Kazutada Kobayashi at | 
i» www.businesstoday.in/canon-kobayashi 


KAZUTADA KOBAYASHI 


President & CEO, Canon India 


My first role model 

Not a person, but the 
learning of my 34 years of 
working, which is “Do your 
best”. This learning has 
now become my mantra 
and | never fail to remind 
my staff about it 


My first job 

As a rookie staffer at 
Canon. | was assigned the 
job of a direct salesperson 
for photocopier machines 
by way of cold calling 


My first boss 

The regional business 
manager in the US (who 
is also my current boss). 
He taught me valuable 
lessons and helped me 
groom myself to work in 
a multinational company 
and imbibe professional 
work culture 


My first promotion 

As manager of the 
photovoltaic product 
department, a newly 
established business 
division 


My first disappointment 

When I was in high school, 
there was this cute 
batchmate on whom I had 
a massive crush. One day | 
wrote her a letter. | was 
eagerly awaiting a positive 
reply. Many days passed, 
but I did not get any reply 


Photo by Shekhar Ghosh 
As told to Goutam Das 
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1800 102 9977 or +91-80-40467666 | BrigadeGroup.com 


ADITYA BI 


Recurring maintenance costs? Or a 100% maintenance-free roof? 


The choice is simple. 
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Everlast Aluminium Roofing Sheets 
with zero maintenance for a lifetime. 


Everlast is a quality product from Hindalco - the world's largest manufacturer of IDEAL ROOFING AND 
aluminium rolled products. Everlast is made from high-quality virgin aluminium CLADDING SHEETS FOR 
alloys which do not rust, need no maintenance and last a lifetime. Everlast's superior 


. Industries 


thermal properties moderate the temperature under the roof by keeping it cooler 
. Warehouses 


in summers, and warmer in winters. This saves energy and provides a comfortable 


. Farms 
work environment, which improves productivity. What's more, Everlast offers an 


end-of-life resale value of up to 6096. * Railways 


. Plantations 


Protection for a lifetime. 


GREEN METAL 


2 
$- K. Available in a variety of colours. 


For more information, please call: 1800-103-9494 
ENDLESSLY ^ ^ 
RECYCLABLE E-mail: hindalco.everlast@adityabirla.com | www.everlastaluminiumroofing.com 
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THE NEW 
FACE OF 


A NATIONALIST 
BJP GOVERNMENT 
SHOWS ITS 
PRAGMATIC SIDE 
LEANING TOWARDS 
A FREE-MARKET 
ECONOMY 















Bachelor of Law 


programme 
now froman 
Institute 


Par Excellence 


at its Chennai € ampus 





Applications are invited for admission to 


» year integrated BA, LLB (Hons.) programme 





Eligibility : 
Minimum of 60% (Overall) in Senior Secondary 


School examination (+2) or equivalent. 


How to Apply : 

Application can be obtained from VIT 
admissions office at Vellore & Chennai Campus 
on payment of Rs.600/- by cash (or) DD drawn 
in the name of “VIT University” payable at 
Vellore to be sent to Director PG admissions 
(or) Apply online at www.vit.ac.in 





Unique features of law programmes : 

* FFCS (Fully Flexible Credit System) 

* Classes handled by practicing lawyers and 
experienced Professors 

* Weekly MOOT court sessions 

* One Semester Abroad Programme 

* Regular Legal Aid Clinic Sessions 

* Wi-Fi enabled campus with Digital Library 
having large Legal Data Base for research 

* Advanced Legal English Documentation 
Certification. 


Last date of receipt of application forms : 30.06.2014 


For admission details, visit our website: WWW.Vit.ac.in or contact 


Director - PG Admissions. VIT University 

Vellore - 632 014, Tamil Nadu. 

Phone: +91 - 416 - 220 4600, 220 4700. 

Fax: +9] - 416 - 224 5544. Email: pgadmission(a vit.ac.in 


Administrative Officer. VIT University - Chennai Campus 


Vandalur - Kelambakkam Road. Chennai - 600 127. Tamil Nadu. 


Phone: +91 - 44 - 3993 1555, 3993 1447 


Fax: +9] - 44 - 3993 2555. Email: admin.chennai(a vit.ac.in 


LIE O; 
A ?; 


VIT 


x. UNIVERSITY 


(Estd. ws 3 of UGC Act 1956) 
VELLORE * CHENNAI 
www.vit.ac.in 
CHENNAI CAMPUS 


Vandalur - Kelambakkam Road, Chennai - 600127 








POWERFUL, AFFORDABLE AND. 





SIMPLE TO USE. 


Presenting Samsung Multifunction Xpress M2876FD/ ND 















. GREAT SAVINGS 
your ir paper costs with N-up 
duplex printing. Samsung's 


artridge and drum unit are 


rately. 
| to buy the toner 
hen is siesiy required. 


SAMSUNG 


Ai ECO FRIENDLY 
The One-Touch Eco Button lets you print 
multiple documents on a single sheet and skip 
wasteful blank pages. With toner save mode, 
you can also reduce toner use. 


imum one year warranty on all Samsung printers. 
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FROM THE MANAGING EDITOR 


What’s in It for Me? 


en years is a long time no matter how you look at it. It is not only about 

one-seventh of how long the average Indian lives, it is also enough time 

to change the course of a generation. That is why Manmohan Singh's 
two-term run as Prime Minister is looked down upon scathingly by today’s 
commentators for the floundering state he left the economy in when he demit- 
ted office. He could have continued sustainably the “ache din” (good days) of 
his early years as Prime Minister into his second term, but failed to do so on 
basic leadership principles. Some, including Singh, believe history will judge 
him less harshly, I don't think so. In 20 to 30 years into the future, to be sure, 
most Indians would have lost memory of his years but there will be at least one 
small part of a generation that will miss the wind beneath its wings for its entire 
lifetime. Narendra Modi knows this and tapped wonderfully into this angst of 
young voters and their parents, and got to the Prime Minister's Office. If he now 
has to deliver, it is clear he will have to work in today's context of growth primed 
by investments, waning consumer spending. and get savings back on track. 
That's easier said than done. So, rather than getting cornered following what 
right-wing ideologues would call swadeshi principles. Modi is moving to the 
centre. To be sure, it is not as if this was not expected. 
But what Modi is slowly fashioning — and he has the 
support of some in Rashtriya Swayamsevak Sangh - is 
what I'd call neo-swadeshinomics. The tenet of self-re- 
liance is getting nuanced into "what's good for India". 
the phobia over many things foreign is being replaced 
"let me engage with them if I can get value in return", 
and decisions around splitting up a monopoly or re- 
scinding a law are being measured by long-term impact. 

Some of these decisions are also being counter- 
weighed by how many people will be hurt on ground 
and, gratingly, what kind of people. Take the instance 
of organised retail. A big chunk of the support base of Modi's Bharatiya Janata 
Party is made up of traders. These range from petty merchants to distributors 
to transport fleet owners to financiers of the trade, and many others in the eco- 
system. They are opposed to organised retail for the lower prices and better value 
Big Box retailers can offer and, in turn, the threat of weaning away custom from 
smaller outfits. The efficiencies of organised retail are good for consumers and 
the economy, especially if calibrated by mandatory sourcing from small vendors 
and contributions to setting up a robust supply chain where wastage is reduced. 
Opponents to this talk about the impact it would have on the livelihood of 40 
million people. The BJP, which opposes foreign direct investment in multi-brand 
retail, gravitates towards this view. The new government has sought sugges- 
tions to amend the Factories Act from multiple stakeholders but is steering clear 
of a debate on the merits of organised retail. Still, what Associate Editor Shweta 
Punj calls the New Swadeshi on page 40 is not going to derail India's reforms 
journey and there should be more in the government's budget next month that 
spells it out for us. 

In other stories this issue, Senior Associate Editor Mahesh Nayak writes about 
why the steam may not have run out of the equity markets vet; stay invested in 
quality businesses. he advises, to ride the wave this year (page 16). Associate 
Editor Ajita Shashidhar details how digital advertising is taking the FMCG indus- 
try by storm on page 56. Even as corporate India chieftains harp about getting 
factories humming in India, Senior Associate Editor Goutam Das shines the light 
on the trend of production lines, loaded with automation and flexibility, sprout- 
ing up (page 50). Finally, here's a serious question: will Indian pharma survive: 
Turn to Associate Editor E. Kumar Sharma's answer on page 70. 
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Re: Letters to the Editor 





Modi's Challenges 


Your cover story package, starting 
with Rough and Tumble (June 22), 
provides many worthwhile sug- 
gestions for the NDA government. 
For the sake of the nation, the gov- 
ernment must take harsh deci- 
sions — and eschew appeasing any- 
one on the basis of caste, religion 
and community. First, price rise 
needs to be checked. An effort to 
control black money — perhaps 
through a fresh Voluntary 


www.facebook.com/BusinessToday 


- Kunal Likhar 


- Finney Giftson 





Growth cannot be compromised at any cost: Arun Jaitley 


During the current year, don't ns or incease exemption to industry. Extract 
it for industrial development. 


maximum revenue and utilise 
- Virendra Mayekar 


RBI simplifies KYC norms for opening of bank accounts. 
Nice, now banks can know more about their customers and less about fraud cases. 


- Preeti Singh 


WRITE TO: 
FC-8, Sector 16/A, Film City, Noida-201301. 
Website: www.businesstoday.in 


Unsolicited articles will not be returned 
or acknowledged. 





Business Today reserves the right to edit letters 


for brevity and clarity before publication. 


6 BUSINESS TODAY July 6 2014 





Exports rise 12.496 in May, a steep rise in six months. 


| | Whatever may be the reason, this will definitely help in 
strengthening the rupee. 


PM Modi disbands Cabinet committee on UIDAI. 
Beware India! It may end up in dictatorship. 


The Editor, Business Today, India Today Mediaplex, 


Email: letters.bt&intoday.com/editor.bt &intoday.com 


Disclosure of Income Scheme 

( VDIS) - should be made. The new 
government should update many 
rules and regulations to create 
jobs, eliminate corruption and pro- 
mote economic growth (as noted 
in your report, Stifling Acts). 
However, the Modi government 
should not pass important bills 
without debate in Parliament. The 
decades-old Acts, rules and regula- 
tions should be amended from 
time to time. In fact, there should 
be a time frame, say a maximum 
of 10 years, for an Act, after which 
it should be amended. 

Mahesh Kumar, New Delhi 


Tax Reforms 

Business Today has well presented 
an agenda for tax reforms (Lighten 
the Load, June 22). The new gov- 
ernment must initiate urgent tax 
reforms to encourage companies 
and revive investor confidence. 
Complicated and unrealistic proce- 
dures have to be scrapped for 
smoother compliance. The need of 
the hour is to follow the example of 
China and Japan and remove 
vexed taxation rules and other eco- 


FOR SUBSCRIPTION ASSISTANCE WRITE TO: 
Customer Care, India Today Group, A-61, 
Sector-57, Noida (U.P.) — 201 301 

Phone: (0120) 2479900 from 

Delhi & Faridabad; (0120) 2479900 
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nomic hurdles. Appeals. counter 
appeals and the impractical system 
of TDS (tax deduction at source) 
have to be checked. The BJP has 

an opportunity to initiate best 
taxation policies. This will help 

the party reap rich rewards in 
general elections in 2019. 
Akhilesh Kumar Sah, Faizabad 


Exuding Fragrance 
Perfumes and flavours ( Romancing 
the Senses. June 22), and that too in 
a business magazine? From 
Davidoff Cool Water to Christian 
Dior to Fahrenheit, the fragrances 
sector has seen growing consumer 
demand. You have rightly pointed 
out that since very few consumers 
are willing to give up their favou- 
rite flavours, many companies 
have added franchise ice cream 
outlets with more storage space so 
as to stock and sell more flavours 
than the regular ice cream shops. 
Though an unusual feature, its fra- 
grance, | hope, will attract many 
readers. Keep it up! 

Namita Mahapatra, Now Delhi 


Send all your comments to: editor.bt®intoday.com 
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UPFRONT 


Quick takes on 
major events 





FOCUS 
Beefed Up for Rally 


The bull run, fuelled by 
hope, may be over, but 
the stock market can 
move higher. So stay 
invested in quality 
businesses 


It's Time to Sync 
The Reserve Bank of 
India and the 
government will have 
to work in tandem to 
tame inflation 


Regaining 
Lost Ground 
India’s exports jumped 
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setting the stage for neo-swadeshinomics 
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FEATURE 
30 | Shining Again 


Jewellery retailers push ahead with ambitious 
expansion plans, spurred by an easing of the 
curbs on gold imports 





3412 States 
Before drawing up an economic roadmap. 
Telangana and Andhra Pradesh have to 

tackle vexed issues like tax and power 






50 | Rise of the 
Machines 


Both MNCs and Indian 
companies have 
started investing in 
‘smart’ factories that 
combine automation, 
new processes, 
industrial Internet 
and Big Data 


56 | Catching Up Online 
Until recently, FMCG companies 
were considered slow in adopting 
digital media for advertising, but 
not any longer 


60 | Learning a Lesson 

One of the poster boys of digital education, 
Educomp struggles to stay relevant after 
initial success 






exciting, growing businesses" / 
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64 | The Cash Changer 

The inside account of how CMS Info Systems s 
CEO turned around and grew the IT & 
outsourced business services provider 


70 | Symptoms of Ferment 

Will the Sun Pharma-Ranbaxy deal 
be followed by further consolidation 
in the Indian pharma industry: 
Leading companies, such as Cipla 
and Dr. Reddy's, are being watched 


78 | All Pumped Up 

Shoe retail is becoming a battleground 
as new entrants try to muscle in on 
market share 


82 | Workspace Redefined 

Online shopping is changing the 
contours of the corporate workspace 
even as employers wonder how to 
tackle the phenomenon 


86 | The Swoosh of Creativity 

Constant innovation has been the byword for 
Nike's success. This Case Study analyses the 
ever-evolving marketing strategies adopted 
by Nike to become a global brand 
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92 Fast Forward 

Auto ancillary 

companies have been 

doing well of late. How 

| will their stocks do in 
the near future: 
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96 | India's 

Global Farming 
With an increasing 
number of Indians 
exploring 
international 
cuisines, the 
business of exotic 
vegetables is also 
growing 








100 | Dunking Server Blades in Liquid 
to Keep Them Cool 


BOOKEND 
99 | Big Changes in the Offing 


A comprehensive guide to Big Data 
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How will the Narendra Modi government tackle the ideologues 
in the RSS who insist on a swadeshi thrust to the economy? 
The ideologues themselves may have changed since 2004 
when the earlier NDA government was voted out. 
businesstoday.in/swadeshi-new 


LEADERSPEAK 
110 Vinita Singhania 


Vice Chairman & MD, JK Lakshmi Cement 





NEWS 


Delayed Monsoon Slows Kharif Sowing 
Sowing of paddy and oilseeds is slower this time 
compared to last year due to the late monsoon., 
businesstoday.in/monsoon-sowing 





New Telangana government Reaches Out to IT, 
Pharma Companies 


PCS chief N. Chandrasekaran and numerous 
other industry honchos were invited and feted 
at the swearing in of Telangana Chief Minister 
K. Chandrasekhar Rao. 


businesstoday.in/telangana-itpharma 
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titled “An Impact 
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Nurturing and Developing 
Political Leaders 
Santhosh Babu provides 
political leaders tips on 
how to perform better. 


businesstoday.in/ 
buddhaintheboardroom 


Tread Cautiously 

How should investors respond to 
the surging equity market. with 
the Sensex crossing 25,000 
points? Mahesh Nayak advises 
keeping a cool head. 
businesstoday.in/markets-nayak 


Fighting Fire with Fire 

Power cuts during the searing 
Indian summer are a torment. 
But solar power could be used to 
combat power shortage, says 
TERI's Amit Kumar, 
businesstoday.in/teri-amitkumar 


Protection and Investment Are 
Closely Intertwined 

Sandeep Ghosh. CEO, Bharti Axa 
Life Insurance, discusses the 
need for insurance and just 
how much to insure. 
businesstoday.in/bhartiaxa-ghosh 


PERSPECTIVES 


or here to stay? 


has called foreign 
institutional investors 
‘party hoppers’ who 


very abruptly. Anand 


Adhikari discusses if 
they are really so 


TV broadcasting is a 


Several Hindi general 


why are Zee, Viacom 


Hindi GECs, asks Ajita 
Shashidhar. 
businesstoday.in/ 
hindigecs-new 


STAY 


CONNECTED 
WITH US ON 


Are Fils party hoppers 
HDFC's Deepak Parekh 


could leave the country 


businesstoday.in/fiis-party 


Banking on Hindi GECs 
heavily crowded market. 


entertainment channels 
are in bad shape. Then 


and MSM launching new 





GUDDE 





“There is no big demand for skilling programmes” 
Pramod Bhasin. former Genpact chief and founder of 
The Skill Academy, speaks to Shamni Pande about 
the problems skill development in India faces. 
businesstoday.in/skill-bhasin 


"Canada to make immigration easier” 

Chris Alexander, — Ae s Minister for Immigration 
and Citizenship, assures Anilesh Mahajan. 
businesstoday.in/Canada-alexander 


“Size of frauds by 
companies in India 

is smaller than in 
mature markets” 

Rohit Mahajan, Senior 
Director and Head of 
Forensic services, Deloitte 
Touche Tohmatsu India, 
talks to Sarika Malhotra. 


businesstoday.in/ 
deloitte-mahajan 


“A more mature 
investment 

phase likely" 

Sanjeev Krishan, Leader 
- Private Equity, PwC 
India, discusses the PwC 
report PE in India 2025 
with Sarika Malhotra. 


businesstoday.in/ 
pwc-krishan 





"Most Indians still look to the system for help, 
rather than running with an idea" 

Gautam Kaul, Professor of Finance at Ross Business 
School, University of Michigan, compares the 
entrepreneurial climate in India and the US in à 
conversation with Sarika Malhotra. 


businesstoday.in/Michigan-kaul 
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CEO TOCSR 


As the Chief Minister of undivided 

Andhra Pradesh from 1995 to 2004, 
Nara Chandrababu Naidu was called the 
state's CEO for his investment-driven 
policies. Now, as the Chief Minister of the 
residuary Andhra Pradesh, he is behaving 
like its CSR head. One of his first acts is to 
initiate a waiver of loans worth 154,000 
crore taken by farmers. Other decisions 
include an increase in pension to the 

old and the handicapped, mineral 

water in villages at 32 a litre, and \ 

an increase in retirement age for — / 
state employees. These sound like 
just the kind of dole-based policies 

the UPA used to swear by, the kind that — y 
Prime Minister Narendra Modi panned in. | — 
his campaign based on governance, = 
opportunity, and efficiency. As they 
say, the nation would wait for his 
response to Naidu, a powerful ally. 
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OWN GOAL 


In our June 8 edition, Arpita 
Mukherjee told you about 
Uber, the app-based private 
cab service. Set up five years 
ago in San Francisco, Uber 
has now raised $1.2 billion at 
a valuation of $17 billion. 
That makes it worth more 
than traditional car rental 





giants Hertz and Avis, and 
almost as much as Twitter 
and LinkedIn. But perhaps 
the bigger blast of publicity 
for Uber is coming from the 
strike by cab drivers in 
Europe. Uber says there has 
been an 850 per cent rise in 
sign-ups since London came 
to a halt. News outlets are 
quoting experts who call it an 
"own goal" by taxi drivers 
and "PR gold" for Uber. 
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CUP NOT QUITE FULL 


Talking about goals, 
Goldman Sachs has done its 
usual number crunching to 
predict an Argentina versus 
Brazil final at the soccer 
World Cup in Brazil. If that 
dream comes true, the 
tournament, which began 
on June 12, will likely score 
its projected TV 
viewership of 
more than a 
billion. 
However, 
it's not 
really a 
fairy tale 
panning out;— 
a large section 
of Brazil's soccer- 

mad population is 
surprisingly cool to the 
tournament, and hot under 
the collar over corruption 
and the splurge over the 
event when the country 
suffers from extremes of 
poverty. The build-up to the 
tournament was noticeable 
more by strikes and protests 
than celebration. 






WATCH YOUR MOUTH 


If you like to get intimate on the 
phone, try not to do something 
that's illegal or jeopardises national 
security. For that might mean your 
communication becoming a three- 
way affair, the third party being a 
government official. Telecom 
operator Vodafone said in its first 
Law Enforcement Disclosure Report 
that governments of 29 countries, 
including India, regularly made 
requests for data about users. Some 
of them, Vodafone said without 
naming the countries, could tap 
directly into its network. even 
without legal warrants. It did not 
disclose details of India's tapping 
and access because it is against the 
law here for a telecom carrier to 
reveal information about 
interception of calls and messages. 
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INGLE PREMIUM 
ENDOWMENT PLAN 


UIN: 512N283V01 PLAN No.: 817 
“With-Profits” Single Premium Endowment Plan 





Salient features 


Contact your agent / branch or visit our website www.licindia.in 
or SMS *CITY' to 56767474, (e.g. ‘Mumbai') 


Follow us : V You [E] LIC India Forever IRDA Regn. No. 512 












Eligibility: 90 days to 65 years of age 
Minimum Sum Assured - X 50,000 
Policy Term: 10 - 25 years 

Loan facility available 






Beware of spurious phone calls and fictitious / fraudulent offers 
IRDA clarifies to public that + IRDA or its officials do not involve in activities like sale of any kind of insurance or financial 
products nor invest premiums. * IRDA does not announce any bonus. Public receiving such phone calls are requested to 
lodge a police complaint along with details of phone call, number 





«T THT 
LIFE INSURANCE CORPORATION OF INDIA 


vaars Si st Are, at fos St oist ara 


LiC/Paramin/13-14/15/ENG 





| 





News Digest 


The new government is 
hoping for some heavenly 
intervention after the Met 


department forecast of 


deficient monsoon rainfall 
spread some panic. The 
chances of an El Nino effect, 
which had caused the worst 
drought in 37 years in 
2009, are pegged at more 
than 70 per cent now 
against 60 per cent in the 
first prediction for this year. 


So, wait and see if all this 
will lead to food inflation 
and shortage of, among 
other things, onions, the 
bugbear of any government. 
The government will not be 
able to blame the UPA 
regime for poor rainfall — 
witness just how the other 
day Finance Minister Arun 
Jaitley blamed the previous 
government for the 
economic mess. 


And, we are not alone 
lighting the inflation battle. 
Neighbouring China's 
inflation accelerated in May 
to its fastest pace in four 
months. Consumer prices 
rose 2.5 per cent from a 
year ago. The economy is 
projected to grow this year 
at the slowest pace since 
1990. 


That has not stopped China 
from toppling Germany and 
Japan in the rank of 
countries by private 
financial health. China's 
$22 trillion is expected to 
increase more than 80 per 
cent to $40 trillion by 2018, 
according to the Boston 
Consulting Group. 
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Here is one more 

proof that digital age 
is upon us, and spreading 
fast. The net user base in 
India, the third-largest 
after China and the US, 
is expected to double to 
526 million by 2018. 
Cisco expects networked 
devices in India to jump 
to 1.8 billion by 2018. 


Online hiring in India 

rose by 19 per cent 
year-on-year in May, 
registering the highest 
growth since February 
last year, according to 
job portal Monster.com. 


Toyota Motor Corp is 

recalling about 
650,000 vehicles in 
Japan because of 
potentially defective 
airbags, expanding a 
costly recall it 
announced in 2013 
because the supplier, 
Takata Corp, had not 
fully identified the 
problematic parts. 


A bank account can 

now be opened with 
just one address proof, 
permanent or local. The 
latest RBI decision will 
help migrant workers 
and employees with 
transferable jobs. 


Norwegian telecoms 

group Telenor has 
sought the Indian 
government's approval 
to invest 7780 crore to 
raise its stake in its local 
unit, Uninor, to 100 per 
cent from 74 per cent. 


Healthier breakfast 

options such as oats 
are getting increasingly 
popular in India, says a 
Nielsen India report. 
Oats occupy a 26 per 
cent share in the 7720 
crore breakfast cereals 
market. Oats as a 
category grew 38 per 
cent in the last one year. 


Infosys. struggling with a 
leadership crisis and sev- 
eral exits at the top, has 
seen a change of guard 
again. Vishal Sikka, who 
led the "intellectual re- 
newal" of enterprise soft- 
ware company SAP as its 
chief technology officer. 
was appointed the new 
Infosys CEO. Chairman 
N.R. Narayana Murthy 
will become Chairman 
Emeritus from October 1 1. 
after which board member 
K.V. Kamath will take his 
place. U.B. Pravin Rao, 
President and Director, has 
been promoted to chief op- 
erating officer. 


Ringing in the low-cost 
voice regime, Reliance 
Communications has 
slashed its outgoing calls 
by 55 per cent. The ‘One 
India One Rate Plans' does 
away with roaming 
charges, and customers 
will pay the same rate for 
local, STD and roaming 
cals from anywhere in the 
country. Sistema Shyam 
TeleServices, which pro- 
vides telecom services un- 
der the MTS brand, fol- 
lowed suit offering full talk 
time on all recharges start- 
ing at 1330 and 10 per cent 
extra talk time on re- 
charges of 11 50 and above 
for one vear. 


Car sales grew by 3.08 per 
cent to 1,48,577 units in 
May. Positive sentiment 
over the formation of a 
stable goverment at the 
Centre and lower excise 
duty in the interim Budget 
helped dispe! some gloom 
in the auto industry. 


Google is buying 

Skybox Imaging in a 
$500-million deal that 
could serve as a 
launching pad for the 
Internet company to 
send its own fleet of 
satellites to take aerial 
pictures and provide 
online access to remote 
areas of the world. 
Google typically benefits 
when more people are on 
the Internet to see the 
ads that generate most 
of the company's annual 
revenue of $55 billion. 


European Union, 

battling a financial 
crisis, is cracking down 
on tax evasion. The 
European Commission is 
probing whether 
generous tax 
arrangements granted to 
global corporations in 
three EU countries - 
Apple in Ireland, Fiat 
Finance and Trade in 
Luxembourg and 
Starbucks in the 
Netherlands - amounted 
to illegal state aid. 
Politicians are desperate 
to boost depleted 
national coffers and 
soothe voter anger over 
cuts to welfare 
programmes. 


Chief financial officers 

in India led the Asian 
region in terms of 
investment and spending 
across business 
functions in the current 
financial year, according 
to an American Express 
study which surveyed 
CFOs at companies with 
turnover of $500 million 
in 12 countries. 


The World Bank has 

predicted the world 
economy would grow 
2.8 per cent this year, 
below its prior forecast 
of 3.2 per cent made 
in January. 
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Rally 


The bull run, fuelled by hope, may be over but the stock market can 
move higher. So stay invested in quality businesses. By MAHESH NAYAK 
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ven after the BSE Sensex crossed 

the 25,000 mark, Nilesh Shah, 
director of Axis Direct, a subsidiary 

of Axis Bank, is busy buying stocks 

from the market. “We are in a bull market 
and I am a buyer even at the current lev- 
els,” says Shah. He feels that the market is 
bullish on the hopes that the new govern- 
ment led by Narendra Modi will take steps 
to bring back growth into the 

— economy. “The direction 

is there. We will have to 
wait and watch on the 
magnitude of this 
change,” he says. 

IDFC Mutual Fund 
has a different take. It 
was cautious about the 
< recent rally in the market. 
—— In June first week, the offi- 
cials of the mutual fund had told its 
distributors that their fund managers had 
no hand in generating the impressive re- 
turn in the market rally following the May 
16 election result. However they also said 
that how much it can save during the 
downfall would depend on the experience 
and skill of their fund managers. This indi- 
cates that the recent rally was faster than 
expected and there is a good chance for cor- 
rection in the near future. The mutual fund 
had met distributors as it has re-opened 
IDFC Premier Equity, its flagship equity 

fund, for lump sum investment. 

" a The BSE Sensex has gained 15 per cent 
in the last two months. The Sensex jumped 
to an all-time closing high of 25.580.21 on 
June 9 from a low of 22,197.51 on April 7, 
the day when the first phase of polling be- 
gan. The rise has primarily come after May 
8 based on the expectation that the 
Narendra Modi-led National Democratic 
Alliance (NDA) will get a clear majority. On 
May 8, the Sensex was trading at 
22,344.04. Year-to-date. the Indian mar- 
ket has gained nearly 22 per cent and ranks 
among the top four markets in the MSCI 
Emerging Market Index. India lags behind 
UAE (44 per cent), Qatar (27 per cent) and 

i Turkey (24 per cent). 

"The mandate is clear from the people. 
It is the strongest mandate given to any 
government in India in the past 25-30 





vears. It's certainly an opportunity to build 
a new India." says Christopher Harvey, 
Managing Director & Global Leader (finan- 
cial services) at Deloitte who has come to 
India after two years to meet colleagues, 
clients and regulators. 

Despite being positive he was also cau- 
tious and knows well that India will take 
time to deliver. “Like a 7.5 per cent growth 
in China, the 4.5 per cent GDP growth is 
not enough for India. It has to grow much 
more, It's not going to be easy for the new 
government as it's not going to be a govern- 
ment with popular policy. India is a super 
tanker and it takes efforts to turn the tanker 
and it will take time." he says. 

Market is not living in the present as 
fundamentally not much has changed. But 
market has already taken into considera- 
tion that growth is a certainty with Modi 
coming into power. Market always dis- 
counts the future and today it has a strong 


conviction that India under Modi is ex- 
pected to be pro-business. pro-growth and 
pro-reforms and the new government will 
revive demand and investment. 

If we compare the market performance 
between June 2013 and May 2014. the 
Sensex has gained 2 3.5 per cent. More than 
50 per cent of stocks (1.061 of 1,959) on 
the BSE have beaten the benchmark and 76 
per cent of the stocks ( 1,481) gave returns 
of more than one per cent. Most of these 
gains were in April and May 2014. 

Compared to this, between June 2012 
and May 2013. the BSE Sensex had gained 
23 per cent, while the stocks that beat the 
benchmark were 22 per cent (424 of the 
1,959). Only 710 stocks (36 per cent) de- 
livered more than one per cent. FII flows 
between June 2013 and May 2014 was 
$12 billion compared to $31 billion be- 
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tween June 201 2 and May 201 3. This shows 
that when momentum picks up fundamen- 
tals go for a toss. It doesn't matter if the stock 
is good or bad or ugly. everything moves and 
it would be better to ride along with the wave 
but never against it. 

Though the rise has been sharp. experts 
don't see the market at euphoric levels. 
"Market is still at a 20 per cent discount to its 
previous peak. Today the market (Sensex) is 
trading 16 to 17 times forward compared 
to the 25 times forward in 2008," says Shah 
of Axis Capital who still sees valuations fairly 
valued at current levels. "Since the previous 
peak of 2008. Sensex has jumped 20 
per cent, while earning has grown 100 per 
cent and therefore the rise isn't unwar- 
ranted,” he says. 

According to 
Mahesh Patil, co-CIO at 
Birla Sunlife Mutual 
Fund, in the last two to 
three years valuations 
were being looked from 
a one-year perspective. 
“If you take that view 
then markets look ex- 
pensive. Now that the 
new government is sta- 
ble, the market is valu- 
ing for a longer time like 
three to five years. So 
even though there is no 
change on the ground 
scenario, there are ex- 
pectations. Also we are 
hitting the bottom of the economic cycle, so 
barring any black swan from the interna- 
tional markets, we are witnessing a start of 
the investment cycle,” he says. 

Stocks are catching up with the funda- 
mentals, but the rally of hope is clearly over 
as one can't invest in anything. Despite the 
favourable statistic showing that the proba- 
bility of going wrong is lower than a year 
ago, going ahead won't be a one-way street. 
"The market will go up and down. Though 
everything has run up. it's not going to be the 
same going ahead. Don't buy cheap. buy 
quality business," says Shah. 

India is also in a unique position as 
among its peers there is no other market that 
is so attractive. Among the BRIC nations, in- 
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vestors aren't willing to take a call on Russia 
due to the Ukraine tension, China due to 
growth and credit slowdown and Brazil due 
to micro-economic issues and internal strife. 
Similarly, investors are wary of Thailand. 
Egypt and Turkey due to political tension. 

Another positive for the Indian market is 
local funds are likely to be back. 
"Expectations are that local money will flow. 
However, so far we haven't seen them com- 
ing into the market." says Patil who savs the 
current rally is fuelled by global exchange- 
traded funds and hedge fund money. 

Also, there has been a slowdown in re- 
demption of unit-linked insurance plans after 
the industry regulator. in 2010, increased 
the lock-in period to five years from three 
years previously. “Some 
global hedge funds have 
become active and they 
have shown interest in the 
Indian market.” says Patil 
who feels that the global 
funds are still to come and 
that would further boost the 
Sensex. 

Though India looks pos- 
itive, it’s also getting costlier 
among its peers. Russia, 
Brazil and China for in- 
stance are already trading 
at 60 to 65 per cent, 50 per 
cent and 40 per cent dis- 
count, respectively, to India, 
which is also costlier than 
the US. “Yes, the global risk- 
off will be a negative for our market. But for 
now there are no fears of outflows. 

However if the flows shift, it can be pain- 
ful for India,” says Patil. He sees decent op- 
portunity in the market but is clearly not in 
favour of playing blind. “There was value in 
the market. The decisive government kicked 
the initial rally, which is now over. 
Henceforth one has to be careful in picking 
stocks and from here on earning growth will 
drive stocks.” 

After a sharp rally the bull is resting and 
waiting for the next trigger before it rages 
ahead. All eyes are on the budget which is 
expected to spring some surprises. € 
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Qualified Institutions Placement (Global QIP) 


US$ 500 million 
(132,942 crores) 


Issue Oversubscribed by 5 times generating aggregate demand 
of over US$ 2.5 billion from Qualified Institutional Investors across USA, 


Europe, Asia and India. 





= Issue of 5.35 crores shares at X 550 per share aggregating € 2,942 crores 

= Increases Total Capital Adequacy to over |8%, & Tier-| Capital to over | 3% 
* Increases eligible Capital Funds to over $15,000 crores 

= Increases Shareholder funds to over 10,000 crores 

= First significant Capital Raising after formation of New Government in India 
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is release does not constitute an offer or an invitation to an offer to subscribe to any securities, and should not be construed to be an offer document, prospectus or a private placement offer letter in India. 
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t's Time to Sync 








The Reserve Bank of India and the government will have 


ot many people would have been 

surprised when Reserve Bank of India 

(RBI) Governor Raghuram Rajan kept 
interest rates on hold in his June 3 monetary 
policy review. Rajan has time and again indi 
cated his reluctance to ease monetary policy 
so long as inflation remains high. His anti- 
inflationary stance hasn't changed much 
even after the pro-growth Bharatiya Janata 
Party (BJP) government took charge late last 
month under Prime Minister Narendra Modi. 
jut the fight against inflation is not the RBI's 
alone, and the government now appears seri- 
ous about taking steps to control prices. 


In his address to a joint session of 


Parliament after the 16th Lok Sabha con- 
vened for the first time. President Pranab 
Mukherjee outlined the new government's 
resolve to fight inflation. Containing food infla- 
tion, the main reason for overall price rise, is 
the government's top priority, he said on June 
9. The government will also focus on improv- 
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to work in tandem to tame inflation. By ANAND ADHIKARI 


Two to Tango: Finance Minister Arun Jaitley (left) with RBI Governor Raghuram Rajan 





ing supply of farm products. and prevent 
hoarding as well as black marketing. he said. 

Analysts have welcomed the BJP govern- 
ment's intent to remove supplv-side con- 
straints in a bid to control prices. Thev say the 
previous Congress party-led United 
Progressive Alliance (UPA) government failed 
to create infrastructure like cold storages or go 
alter hoarders to contain inflation. "Improving 
lood production, distribution and supply 
hasn't received the importance it should 
have,” says Devika Mehndiratta, Senior 
Economist at ANZ India. 

Several other supply-side measures are 
required to bring down food inflation. First and 
foremost is the need to do away with the ar- 
chaic Agriculture Produce Marketing 
Committee Act by state governments or at 
least remove fruits and vegetables from the 
purview of this law. Critics say the law leaves 
enough scope for price manipulation. Onion 
prices, for example, touched 1100 a kilogram 





just before assembly elections 
in five states in December last 
year. The prices came down 
once the results were an- 
nounced. Another issue is 


The current account deficit shrank 


A MIXED BAG 


The positives and the negatives 
of the Indian economy 








crease in wholesale prices. 
The fiscal deficit in the year 
through March was 4.6 3 per 
cent of gross domestic prod- 
uct. The Fiscal Responsibility 


wastage in farm produce. A drastically in 2013/14... and Budget Management Act 
recent study by ratings firm — ¢ 4.8% - had earlier set a target for the 
CRISIL found that wastage i 1.7% fiscal deficit at three per cent 


1.3% 


and pilferage in agricultural 

output was 170,000 crore in 

2010/11, almost a third of 

the total production value. 0— 
The bigger challenges for Mar 08 









by March 2008. But it was 
never achieved, due partly to 
the global financial meltdown 
 .. of 2008 that prompted the 
Ma'4 — government to dole out fiscal 


the new government, how- CAD as % of GOP atend-March incentives to industry. The 
ever, will be to initiate policy deadline has now been ex- 
reforms and move forward on „And oil prices have been stable tended to March 2017. 

fiscal consolidation. The $120. for the past two-three years. Finance Minister Arun 


country's economic situation 
worsened in the past couple 
of vears as growth slowed, 
the rupee slumped, and the -$112 
twin deficits — the current ac- — 
count gap and the fiscal gap Mar'08 
— widened. The UPA failed 
miserably in controlling the 


e 


fiscal deficit. But it moved ag- 16%- But high inflation is worrisome... 


gressively to contain the cur- 
rent account deficit, the 


broadest measure of trade, by 14% 


imposing curbs on the import 
of gold. This has, in turn, 
helped the rupee gain from a 
record low near 69 totheUs — 0 
dollar in August last year to 
around 59 now. This has re- 





Jaitley has indicated that 
tough measures are required 
to contain the budget gap. 
$97 Those measures could in- 





Prices per barrel as of end-March; 
Source: macrotrends.com 





T clude reining in oil, food and 
MV fertiliser subsidies. Iley of BNP 
Paribas says any cut in ferti- 
liser and fuel subsidies will 
"signal a conservative and 
politically brave budget" next 
month. The government may 
also control spending on wel- 
fare programmes such as the 
National Rural Employment 


6.94% Guarantee Scheme. “The 
r [jobs] scheme, though impor- 
Mat M : : 
tant in concept because of a 
Source: RBI 


lack of any social security net 





duced any threat from im- 
ported inflation by way of a 
rise in the oil import bill. 

With the current account 
deficit in control, the most 
important issue for the gov- 
ernment will be to fix its fi- 
nances. RBI Governor Rajan 
will look for a clear road map 
for fiscal consolidation than 
just revenue and expenditure 
numbers in the Union Budget for 2014/15 to 
be presented in July. "Fiscal consolidation is 
necessarily the capstone of structural re- 
forms,” says Richard Iley, Chief Economist for 
Asia at BNP Paribas, in a recent report. 

Fiscal consolidation is essential also be- 
cause some empirical studies point out that 
every one percentage point increase in the 
fiscal deficit causes about a quarter-point in- 


Mar 08 


T$ ...And so is the wide fiscal deficit. 


EL. 


Source: Planning Commission 


for the poor, hasn't been im- 
plemented productively and 
might have added to infla- 
tionary pressures." says 
Mehndiratta of ANZ. 

Clearly, the government 
has its task cut out before the 
RBI cuts interest rates. "The 
RBI's hands are tied," says 
V.N. Dhoot, Chairman of 
Videocon Group. who met 
Finance Minister Jaitley in early June along 
with some other industrialists and feels the 
government is serious about controlling 
prices. “I'm sure the government will an- 
nounce measures to tackle the soaring infla- 
tion," he adds. € 
RESEARCH INPUTS FROM JYOTINDRA DUBEY 
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THE BASE EFFECT 
WILL LIKELY HELP 
THE COUNTRY 
POST HANDSOME 
EXPORT GROWTH 

IN JUNE AS 
WELL, AS 
SHIPMENTS IN 
JUNE 2013 HAD 
DECLINED 4.56 
PER CENT 
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Lost Ground 


India’s exports jumped in May but it may be a little too 





early to celebrate. By AJAY MODI 
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elying fears that a strengthening rupee 

will adversely impact India's competi- 

tiveness in the global market, the coun- 
try's export growth has accelerated to a seven- 
month high in May. 

Shipments rose 12.4 per cent to almost 
$28 billion for the second month of the cur- 
rent fiscal year from $24.91 billion a vear 
earlier, according to commerce ministry data. 
Growth was led by higher shipments of petro- 
leum products and engineering goods. Imports 
fell 1 1.41 per cent, due mainly to a sharp 71 
per cent drop in gold purchases. 

The data will likely ease concerns. at least 
in the short term, that the rupee's recent gains 
will hurt exports. The local currency has 
gained nearly 1 3 per cent against the US dollar 
since touching a record low near 69 in August 
last vear. The rupee is currently trading 
around 59.7 to a dollar. 


Biswajit Dhar, former director general of 


Research and Information System for 
Developing Countries, a think tank under the 
Ministry of External Affairs. says the export 
growth can be linked to the base effect. In May 
last year, exports had declined by more than 
one per cent. "The growth, however, will cre- 
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ate positive sentiments in the economy with 
its impact on the current account deficit,” says 
Dhar, who is also a professor at Jawaharlal 
Nehru University. But the base effect is not the 
sole reason for the high growth. This is be- 
cause shipments in May were nearly nine per 
cent higher compared with April's exports of 
$25.63 billion. 

The base effect will likely help the country 
post handsome export growth in June as well, 
as shipments in June 201 3 had declined 4.56 
per cent. The long-term growth trend, how- 
ever, will be clearer from July onwards be- 
cause shipments had started growing in dou- 
ble digits after a sharp weakening in the rupee 
in July and August last year made Indian ex- 
porters more competitive. 

'As the unfavourable base kicks in July 
onwards, annual growth readings are ex- 
pected to moderate," says a YES Bank report 
released after the trade data was announced. 
"However, given the upside potential that 
global growth recovery is likely to offer, the 
sequential momentum would still be positive 
for Indian shipments." € 
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Review 


Up a Notch 


Breaking the pattern of the new flagship 
smartphone replicating the looks of its 
predecessor, LG has done a superb job with 
the G Pro 2. Watching videos and playing 
games on the big HD display — sharp, with 
vibrant colours — was a delight. So was 
handling documentation. The couch keys 
for home, menu and back have been 
moved up to the display. Answering calls 





by holding the device next to the ear was 
comfortable because of its compact size. 
unlike the Samsung Galaxy Note 3 which posed problems. The 
battery, however, struggled to last a day on a single charge. 


SPECS: 5.9-inch IPS display; 13 MP camera; 2.26 GHz 
processor; 3 GB RAM; 16 GB internal storage, micro SD card 
support; Android 4.4; 172 grams; 3200 mAh battery 


Display; OS; Size; 
AN APP TO = Camera = Battery 
MANAGE YOUR 
TIME BETTER, 
AN UPDATED 
PHONE FROM LG 
AND A HYBRID 
FROM HP 





HP Pavilion 11x360 





















Taking on Lenovo's popular Yoga series and tiga 
other convertible laptops, HP has come out x 
with its hybrid, Pavilion 11x360. Designed 


as an entry-level laptop, it can be used as = Slow, heavy 


Looks Aren't Enough g Design, 


a tablet too. (The dual hinge makes it —* - 
flexible enough to be converted into a 

tablet.) It has an eye-catching design and smooth finish. 
It features an 11.6-inch touch display with 1366 x 768 
pixel resolution and weighs 1.4 kg. Running on 
Windows 8.1 OS, it is equipped with the new 
Pentium N3520 quad core processor clocked at 
2.16 GHz. It has 4 GB of RAM and 500 GB HDD 
and Intel HD graphics. However, setting up this 
machine for use took a very long time. Its 
performance too was just about average and 
felt slow. By tablet standards, it is also too 
heavy to hold. A detachable keyboard 
would have been a better idea. When the 
screen is tilted beyond the laptop 
mode, the keys and the trackpad get 
disabled. The viewing angles aren't 
very good either. 


SPECS: 2.16 GHz quad core Intel Pentium; 4 GB 
RAM; 500 GB HDD; Intel HD graphics; 11.6-inch 
(1366 x 768 pixels) touchscreen; Windows 8.1; 

HDMI out; 1 x USB 3.0 + 2 x USB 2.0; 1.4 kq 


NIDHI SINGAI 
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DESTINATION: ISTANBUL 
TURKISHAIRLINES.COM — w. ASTAR ALLIANCE MEMBER 





FOCUS On Record/ infosys gets its first non-founder CEO 


“Vishal (Sikka) brings valuable 
experience as leader of a large, global 
corporation. His illustrious track record 
and value system make him an ideal 
choice to lead Infosys” 





N.R. Narayana Murthy, Co-founder, Infosys, in a press release 






“We, at Infosys, have a 
unique opportunity to 
deliver breakthrough 
solutions that will 

bring greater value to 
our clients, employees, 
investors and other 


stakeholders” 


Vishal Sikka, new CEO & MD, Infosys. in Forbes India 


“One of the foremost minds in 
the technology landscape, his 
entry into the Indian software 
industry will boost its profile in 
the global arena” 


T.K. Kurien, Chief Executive and board member, M ipro, in The Economic Times 





Jaideep Mehta, 
VP and General Manager, IDC South 
Asia. in Business Standard 











"We held interviews with four candidates and 
thereafter, we narrowed down. We had further 
discussions on Vishal Sikka as the leader from 
our external slate. We then benchmarked the 
leaders from the external slate to the internal 
slate and decided that he was the most 
suited to lead Infosys” 


KV. Kamath, Lead Independent Director, Infosus. in Forbes India 
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Video interview with Balram Garg at 
www.businesstoday.in/pcj-garg | 


Jewellery retailers push ahead with ambitious expansion plans, 
spurred by an easing of the curbs on gold imports. By SHAMNI PANDE 


oonam Bansal, a 
Gurgaon-based 
homemaker, had 
been putting off 
buying gold jewel- 
lery for the last 
three years. But 
now she is ready to shop. Her decision 
has a lot to do with the plunge in the 
price of the yellow metal after the 
Reserve Bank of India eased its import 
in May. Gold prices fell below the 
127,000 per 10 gm mark in May 
from a peak of 332,460 per 10 gm in 
November 2012. According to India 
Ratings & Research, a Fitch group 
company. gold prices in 2014/15 are 
likely to hover in the range of 
125.500 to 327,500 per 10 gm. 

"Gold has the second highest 
share in India's imports. So easing of 
curbs has had an impact on price,” 
says Neelesh Hundekari, Partner, AT 
Kearney. In May. the RBI allowed the 
import of the precious metal by large 
private gold importers with a caveat 
that at least 20 per cent of the 
amount brought in would eventually 
be exported out of the country as 
finished product. 

But there are also many who, un- 
like Bansal, have been buying gold 
irrespective of its price. "My sister did 
not wait, she has been shopping for 
jewellery consistently every vear." 
says Bansal. No wonder, gold retail- 
ers such as T.S. Kalyanaraman. 
Chairman and Managing Director, 





Kalyan Jewellers, say prices make no 
difference to his business. "Gold prices 
may increase or decrease but custom- 
ers will remain happy." he says. 

The drop in gold prices came after 
a decade of hardening — from 15.3 32 
per 10 gm in 2002 to 330,164 per 10 
gm in 2013. According to the AT 
Kearney report, however, even with 
gold prices rising about 3.8 times 
between 2005 and 2012, demand for 
gold jewellery in terms of volume re- 
mained steady. In terms of value it 
grew 4.2 times in nominal terms, 
despite higher import duties. "Indians 
buy gold jewellery also as an invest- 
ment, given the lack of other op- 
tions," says Hundekari. 

Kalyanaraman agrees. "Indians 
will be happy if gold prices increase 
because they know that the value of 
ornaments they possess is appreciat- 


ing." he says. He adds that consum- 
ers are equally happy if prices dip. 
since they can now buy more gold 
jewellery. This is the reason he has 
been laying great emphasis on ex- 
pansion, and spending on advertis- 
ing as lavishly as fast moving con- 
sumer goods companies do. Kalyan 
Jewellers has invested 11,300 crore 
to beef up its retail store strength to 
55 showrooms across the five 
southern states, Gujarat, 
Maharashtra, Delhi and Punjab. It 
has also set up six showrooms in the 
United Arab Emirates. It plans to 
add 17 more in India and 11 in 
West Asia. "We have an advertising 
and marketing spend of 200 crore 
this year,” he says. 

He is not alone. Titan Industries 
jewellery arm Tanishq opened over 
30 stores in 2012 and 201 3. "This 


SCALING UP: Store expansion by jewellery retailers 
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2013 
148 200 To open 30 new stores 


JOYALUKKAS | 6 | 22 | 42 | Pan-India expansion plan 


82 500 showrooms by 2015 


| 2 | | 27 | 43 new stores in 2013/15 
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 KIRTILALS Focus on retail space 
expansion, not new stores 


Future plans of Reliance Jewels, which had 51 stores in 2013, were not available 
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year we hope to add 30 more stores 
amounting to 75,000 sq. feet of retail 
space,” says C. K. Venkataraman, 
CEO, Jewellery Division, Titan. 
Tanishq was unwilling to share 
details of its investment on expansion 
and advertising. But its high-decibel 
promotional campaigns using celeb- 
rities such as Amitabh and Jaya 
jachchan, Sridevi and Kangana 
Ranaut make its approach clear. 
The domestic gems and jewellery 


industry had a market size of 


12.51.000 crore ($41.61 billion) in 
2013, with the potential to touch 
15.00,000 to 15,30,000 crore 
($82.94 to $87.9 3 billion) by 2018, 
according to a FICCI-AT Kearney re- 
port. Gold jewellery accounts for 
about 30 per cent of this market. 

About 80 per cent of the jewel- 
lery market consists of local and re- 
gional players who have, at best, just 
a few stores. These too have been 
growing at eight to 10 per cent over 
the past five years, according to in- 
dustry experts. The branded jewel- 
lery chains, in comparison, have 
seen growth of up to 30 per cent. 
“Quality of gold is an issue people are 
waking up to. They are switching to 
branded jewellery which has led to 
growth in our segment,” says Balram 
Garg, Managing Director, PC 
Jeweller (PCJ). 

Some branded chains have be- 
gun targeting the smaller towns and 
cities. PCJ, for instance, is scaling up 
operations by adding 100,000 sq. 
feet of retail space this year, largely 
in the Tier-II towns. "We find great 
demand for branded gold in Tier-Il 
towns. Our push has been equally 
distributed towards these markets," 
says Garg. This year the company 
intends to set up 17 retail show- 
rooms in markets such as Guwahati, 
Ranchi, Patna and Jammu. This will 
take its presence up to 58 stores 
across the country. "We will be in- 
vesting 1700 crore on our expansion 
from internal accruals,” Garg adds. 

Several regional players too are 
exploring markets outside their 
home territory. Senco Gold from the 
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T.S. KALYANARAMAN, CMD, Kalyan Jewellers 


east is looking to expand outside its 
region. Corporate brands such as 
Reliance Jewels have expanded op- 
erations across the country. 
Gitanjali Group. one of the older 
brands in the country, is doing the 
same. Meanwhile, Dubai-based jew- 





z2 91,000. 


Size of gems and jewellery 
market in 2014 


eller Joyalukkas is, according to in- 
dustry sources, investing upwards of 
1500 crore to set up showrooms in 
north India. 

PE investors are also getting inter- 
ested in jewellery retailers. “I think 
branded jewellery has tremendous 
growth potential. Consumers will 
continue to look for great designs and 
trust in quality. PE players will be in 
terested in online and offline jewel- 
lers. I think there is tremendous op- 
portunity for both,” says Vani Kola. 
Managing Director, Kalaari Capital, 
one of the PE investors in BlueStone. 
com, an online jeweller. 

The Indian gold jewellery market 
then appears poised for rapid growth 
over the next few years. # 


@ShamniPande 
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Video interview with K.V. Vishnu Raju at ` 
www.businesstoday.in/telangana-raju | 


— — — 





BEFORE DRAWING UP AN ECONOMIC 
ROADMAP, TELANGANA AND ANDHRA 
PRADESH HAVE TO TACKLE VEXED ISSUES 
LIKE TAX AND POWER. By E. KUMAR SHARMA 


he night leading to the dawn of June 2 was a watershed 
for a generation that had vowed to fight for a separate 
state of Telangana even if it meant living only on stew 
made of tamarind. So they all celebrated the successful 
end to their nearly six-decade-long struggle. In this 
period there have been many arguments for and 
against the idea of dividing the erstwhile Andhra 
Pradesh. Nevertheless Telangana was a foregone conclusion. Now 
the newborn states are slowly waking up to their economic reality 
and the challenges ahead. 

The secretariat in Hyderabad now stands divided with separate 
blocks for Telangana and Andhra. Hyderabad will remain the joint 
capital for both states for the next 10 years, after which Andhra 
Pradesh will have to look for a new capital. On the second day in his 
makeshift office, Telangana information technology and communica- 
tion minister K.T. Rama Rao is buoyant. "What was mission impos- 








build'from the foundation and need special status and incentives for 
“the industry. | want to make Andhra the hub of hardware and en- 
- ergy.” Naidu had told the Business Today on May 16, the election re- 
- sult day. Meanwhile, in his first public speech after taking charge as 
. Telangana's first CM, Rao had declared that he wanted to make the 
state ‘the seed bowl’ of India. He also wanted to push growth in the 


Hyderabad. With the bifurcation of the state, 
Hyderabad is now undoubtedly the 
jewel of Telangana. 
While Rao is getting ready to 
draft an “industry-friendly 
policy” for Telangana, Naidu 
is expected to leverage his 
lobbying power with the 
Modi government at the 
Centre for concessions. 
“Policy paralysis had hurt 
Hyderabad... | want to cor- 
rect that and I have reached 
out to all major investors in 


traditional sectors like IT and pharma that have fuelled the growth of 


“We want to 
make Telangana 
the seed bowl of 
India. We will 
come out with 
an industry- 
friendly policy” 


K. CHANDRASEKHAR RAO, 
Chief Minister, Telangana 








“We want to 
make Andhra 
the hub for 
hardware and 
energy. We want 
special status 
for the state to 
attract investors” 


N. CHANDRABABU NAIDU, 
Chief Minister, Andhra Pradesh 








TELANGANA Business 








Video interview with Usha Ramachandra at 


www.businesstoday.in/telangana-ramachandra 





“There is need for clarity on the 
status of GO 53 that provides 
for power allocation between 


the discoms" 
USHA RAMACHANDRA, 


Chairperson, Energy Area, Administrative Staff College of India, Hyderabad 





the IT sector who are already the 
investors here. I am persuading 
them to expand and many of them 
are willing to. | am promising them 
political and economic stability," 
says Rama Rao. 

At the crux of all this machina- 
tions are a plethora of unresolved 
issues between the two states that 
need urgent attention. According to 
K.V. Vishnu Raju, Chairman of the 
Anjani Group that makes cement 
and ceramic tiles and also runs 
higher education institutions, re- 
solving the industry concerns on 
state taxes comes first. "There will 
be lot of interdependence between 
the two new states and it is impor- 
tant that issues of taxation and 
power supply, the key requirements 
of the industry, are addressed 
quickly," he says. Elaborating on 
the specific concerns, Raju says, “If 
you have a manufacturing facility 
in Telangana and a captive power 
plant in Andhra, it is now an inter- 
state sale of power.” 

Raju says rationalisation of 
taxes is most important mainly be- 
cause under a combined state the 
sale of goods attracted Value-Added 
Tax (VAT). “But post bifurcation, 
industries would have to transfer 
their stock, open godowns and pay 
additional local taxes in the other 
state,” he says. Suresh Rayudu 
Chitturi, Chairman of Andhra 
Pradesh chapter of CII and Vice- 
Chairman and Managing Director 
of Srinivasa Hatcheries, too has 
similar concerns. “Movement by 
companies located in Telangana 
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and Andhra would become inter- 
state job work. This would entail 
related stock transfer and credit re- 
versal,” he says. 

According to a recent Ernst & 
Young report titled ‘Andhra 
Pradesh bifurcation’, the new 
Andhra Pradesh may get larger per 


YET TO BE 


RESOLVED 





+ Status of Government 
Order 53 on allocation of 
power 


-+ Clarity on the role of state 
and central regulators 
as things move from 
intrastate to interstate 


+ Resolve differences over 
the Polavarum project 


+ Complete projects 
dependent on surplus 
water in both states 


+ Resolve issues around 
inter-state taxes. Review 
position on VAT and focus 
on rationalisation of taxes 


> Movement of vehicles and 
entry tax issues 


ut tax credit in cases 
ere goods have been 

sold/ invoiced before 
June? 


ve 






+ Division of liabilities, 
assets, government staff 


capita transfers from the Planning 
Commission and the Central minis- 
tries thanks to the special category 
status for a period of five years. 
Telangana on the other hand stands 
to gain more as it may get per capita 
transfers from both the plan panel 
and the Finance Commission due to 
its less developed low per capita in- 
come districts, the report states. 

The report also points out that 
the tax bases will have to be divided 
between the two states depending 
on the distribution of economic ac- 
tivities. “Enterprises (both public 
and private) operating in the com- 
bined state with headquarters in 
Hyderabad may stand at the risk of 
paying a significant share of state 
taxes in Hyderabad. As a result, the 
division of such enterprises based on 
the location of their production fa- 
cilities will also divide tax revenues,” 
the reports states. It further states 
that this will “give rise to complexi- 
ties pertaining to the recovering of 
tax arrears”. 

On the division of assets, liabili- 
ties and government employees, the 
report says, “The broad principle 
that will be followed for the division 
of physical assets of the erstwhile 
Andhra Pradesh government be- 
tween the two new states will be 
based on the location of the assets. 
In cases where this cannot be ap- 
plied, the division will be based on 
the respective share of population.” 

The division of government em- 
ployees too will be based on Andhra 
Pradesh Reorganisation Act 2014. 
“In relation to the IAS, IPS and 
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The Dark Side of Two States 


Power shortage could turn away prospective investors 





0 promise or incentive is more lucrative for an investor than 
uninterrupted power supply. While both Andhra and 
Telangana are busy wooing investors, a reality check on the 
power sector tells a different tale. All the four distribution 
companies (discoms) of the erstwhile Andhra Pradesh are 





in the red. 

According to the annual reports of discoms for 201 2/13, the net loss 
for Andhra Pradesh Central Power Distribution Company Ltd (now 
Telangana South Distribution Company) was 37,718.29 crore. While 
the loss for Andhra Pradesh Eastern Power Distribution Company Ltd 
was 11,680.55 crore, it 
was 14,675 crore for 
Andhra Pradesh Southern 
Power Distribution 
Company Ltd (APSPDCL) 
and 13,436.07 crore for 
Andhra Pradesh Northern 
Power Distribution 
Company Ltd (now 
Telangana North 
Distribution Company). 

According to the 
Central Electricity Authority, the anticipated deficit for the two states 
combined for 2014/15 is 15.3 per cent and the peak deficit 21.4 per cent, 
one of the highest in the country. The energy deficit is the difference 
between demand for power and that actually generated. Peak deficit is 
the power deficit during the peak hours. In the short-run, how industry 
friendly the states are would depend on the ability of discoms to fill the 
demand-supply gap by sourcing short-term power through bilateral 
trade or by procuring it from captive power plants. The ability to do this 
depends on the financial prowess of the respective discoms/governments. 

The only major relief is the fact that since January the Power Grid 
Corporation has linked the southern power grid to the national grid. This 
has made it easy to transmit power from one state to another. 
Meanwhile, all long-term power purchases have been allocated as per 
the Government Order (GO) 53 of 2008. In 2014, as per the Andhra 
Pradesh Reorganisation Act, it was modified to attach Kurnool and 
Anantapur districts to the APSPDCL. "The two governments need to 
strengthen the discoms," says L. Madhusudhan Rao, Executive 
Chairman of power and construction company Lanco Infratech. 

The obvious question for investors is will the states be able to replicate 
the Gujarat model of Jyoti Gram that provides uninterrupted power sup- 
ply. Usha Ramachandra, professor and chairperson, Energy Area at the 
Administrative Staff College of India, says it is possible but requires up- 
front investment to segregate the feeders. "There is no point in feeder 
segregation if there is no commitment to meet the power needs of the 
non-agriculture load. The low tension lines and last mile connection 
should be upgraded or else the distribution loss would go up on account 
of uninterrupted supply." she says. 
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Indian Forest Service, two separate 
cadres will be created. From the day 
of bifurcation, the employees of 
PSUS, corporations and other au- 
tonomous bodies will continue to 
function in such undertaking. cor- 
poration or autonomous bodies for 
a year. During this period, the con- 
cerned corporate body will have to 
determine the modalities for distrib- 
uting the personnel." the Act states. 

The immediate challenge for the 
two new states lies in the power sec- 
tor. The undivided Andhra Pradesh. 
as on March 31, 2013, had a total 
installed capacity of 16,389 mega- 
watt, of which around 2,500 MW 
was gas based and lying nearly idle. 
Close to 4,000 MW was generated 
from hvdel power and around 450 
MW from renewable sources like 
wind and solar power. While power 
generation from hydel projects was 
seasonal, the same from renewable 
sources had a low plant load factors. 

The power demand across the 
two states was 1 1,630 MW and this 
implies that there is a constant need 
to buy power to bridge the gap. 
"States need to find resources for 
this and for all the short-term power 
purchase need to plan in advance." 
says Usha Ramachandra, Professor 
and Chairperson, Energy Area, 
Administrative Staff College of India. 

According to her, to settle issues 
related to power, both states need to 
focus their attention on the status 
and validity of GO 53 of 2008. The 
order provides for the allocation of 
power between the power distribu- 
tion companies. 

However, Rama Rao is confident 
that solutions will be hammered out 
through discussions. "There are a lot 
of interstate issues where the indus- 
try is worried like the VAT. Certainly 
we can sit and talk to our neighbour- 
ing state as they are our Telugu 
brothers. Whatever is in the interest 
of the industry, we would be happy 
to talk to Naidu and sort out the is- 
sues," he says. € 
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Conflict Resolution 


THE NEW FACE OF 
SWADESHI 


The BJP's earlier stint in power had it clashing repeatedly with the 
RSS on economic policy. The RSS harped on self-reliance, while the BUP-led 
government opened up several new sectors to FDI. A pragmatic Narendra 
Modi government is now setting the stage for neo-Swadeshinomics. 


irca 2001. The then 
finance minister of 
the Bharatiya 
Janata Party (BJP)- 
led National 
Democratic Alliance 
(NDA) government, 
Yashwant Sinha, 
found his free mar- 
ket policies running 
into a wall of opposition from the 
Rashtriya Swayamsevak Sangh 
. (RSS), a strong votary of the swadeshi 
brand of economics. Sinha, ‘a firm 
believer in free markets, was pushing 
for opening up of various sectors to 
foreign direct investment (FDI), in- 
cluding insurance, retail, education 
and media. A note prepared by the 





By SHWETA PUNJ 


commerce ministry under the then 
minister, Murasoli Maran, in 2001, 
had even pitched for 100 per cent FDI 
in single and multibrand retail. 

The intent to open up the econ- 
omy went against the swadeshi phi- 


. losophy of ‘self-reliance,’ and strained 


relations between the NDA govern- 
ment and the RSS, widely seen as the 
ideological patron of the BJP. Sinha 
was eventually replaced by Jaswant 
Singh. It was the stiff opposition from 
the RSS that stopped the government 
then from allowing more than 26 per 
cent FDI in insurance and opening up 
the education sector. 

A decade after it was voted out in 
2004. the NDA government is back in 
power again, Much has changed 


since then. Globalisation has seen 
India's consumption basket evolve. It 
has also strengthened the domestic 
industry, which has shown it can 
take foreign competition head on and 
thrive. This has muted the RSS's op- 
position to further opening up of the 
economy. "You won t find the same 
voices of concern," says an RSS ideo 
logue on condition of anonymity. 
"But there is a certain degree of cau 
tion. still." It is evident that the RSS. 
which continues to exercise consider 
able influence.on the government's 
policies, recognises the change in the 
ground realities. 

This is obvious from a meeting 
with Ram Madhav, spokesperson of 
the RSS. Visitors at his Néw Delhi of- 


“Our idea of swadeshi is very broad, India’s 


economic sovereignty should be protected. 


Sectors that generate employment in India 
should be opened to FDI” 


Spokesperson of RSS 
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From Prime Minister 


Narendra Modi’s first speech in 


Parliament: 


“Will empower the poor to enable them 
to fight poverty and come out of it” 


“No one will leave his village if it is provided 
24 hours-power, good education facilities 
and industry for employment” 


“We should concentrate on aqro-based 
industries. We need real time data on 





agri-products and increase in 


investment on agriculture” 





fice are sure to be offered Rooh Afza 
or mango juice without preserva- 
tives. A gold iPhone, a laptop and 
Mont Blanc planners rest on his desk 
as he speaks about the need for India 
to perform a fine balancing act be- 
tween foreign investment and pro- 
tecting the country's economic sov- 
ereignty. "Our idea of swadeshi is 
very broad, India's economic sover- 
eignty should be protected. Sectors 
that generate employment in India 
should be opened to FDI." he says. 
The RSS's validation of FDI comes 
at a time when it is becoming in- 
creasingly clear that the Narendra 
Modi-led government will be prag- 
matic in its policies and will look to 
invite FDI into a host of new sectors. 
Finance and Defence Minister Arun 
Jaitley has hinted at the govern- 
ment's intent to hike the FDI cap in 
defence manufacturing to 100 per 
cent from 26 per cent at present. 


Hiking FDI in defence has faced stiff 


42 BUSINESS TODAY July 6 2014 





safeguards 


resistance from the defence ministry 
so far. The government is also plan- 
ning to allow FDI in high-speed train 
systems, suburban corridors. high- 
speed tracks and freight lines con- 
necting ports and mines, e-com- 
merce and construction. 


Unlike during the earlier phase of 


= Protests against GM 
crops by RSS affiliates 
unlikely this time 


$ Opposition to further 
opening up the financial 
sector may continue 





Neo-swadeshinomics 


What swadeshi means to the new BJP-led government 


IMPACT, NOT SOURCE 

Swadeshi is no longer just about home-grown 
industry but about branded goods and 
big business that generates jobs and 
adds value to the economy 


FDI, IF THAT'S WHAT IT TAKES 

Swadeshi now encompasses being more 
open to foreign investment in 
sensitive sectors such as defence and 
retail (an indication for opening up of 
e-commerce). Government could consider 
FDI in retail in a few years with 


NDA rule. swadeshi economists are 
now convinced of the need to invite 
FDI in infrastructure and defence. 
sectors which will create jobs and add 
to the country's technology band- 
width. But there are some reserva- 
tions about the extent of FDI required 
in dillerent sectors. Several conversa- 
tions with RSS members reveal they 
would prefer 100 per cent FDI to re- 
main an exception, if at all, and that, 
ifthey have their way, financial serv- 
ices and education could remain 
out-of-bounds for foreign money. 
Free-market economists such as 
Lord Meghnad Desai are almost con- 
temptuous of the idea of swadeshi 
and its utility in modern-day India. 
"Swadeshi is a complete waste of 
time. The idea of economics is that 
you don't worry about where things 
are made, vou concentrate on what 
you do better," he says. "One part of 
the RSS believes in swadeshi, while 
the other, more sophisticated part has 


FOCUS ON OUTCOMES 


Swadeshi is about jobs, growth, 
infrastructure, technology. If it means 


being pro-business, so be it 





EXPAND SPAN OF ECONOMY 





Swadeshi will not preclude forging 
extensive trade relationships with 
the world. The Swadeshi Jagran Manch 
protested against India’s entry to the WTO in 


the early 2000s 





ARE WELCOME 


The BJP and RSS have adapted to 
the effects of globalisation on 
consumerism, are no longer concerned 
with what Indians should consume 


moved on. The so-called Hindu na- 
tionalist government is talking about 
100 per cent FDI in defence. Once 
upon a time, the same people were 
saying no to foreign technology.” 


Embracing Change 
The Jana Sangh, the ruling BJP's 


earlier avatar, along with a host of 


other political parties had strongly 
opposed the use of technology in 
banks in the 1970s, arguing that it 
would lead to loss of clerical jobs. In 
contrast, India’s Prime Minister 
Narendra Modi and the BJP have 
spoken of building a “Digital India” 
and cities coming up along informa- 
tion highways. Modi was one of the 
first adopters of technology in gov- 
ernance — from making land acquisi- 
tion processes more transparent to 
holding video conferences with vil- 
lages to simplifying grievance redres- 
sal mechanisms — and ran the most 
sophisticated election campaign ever 


ELECTRONIC CHIPS (AND POTATO CHIPS) 


From President 


Pranab Mukherjee first speech after the 


Narendra Modi government was sworn in 


“The backbone of my government's new 


way of working will be a digital India” 


“The government will chalk out an ambitious 
infrastructure development programme to be 
implemented in the next 10 years” 


“The government will initiate a mission 
mode project to create 50 tourist circuits that 


are built around specific themes" 





witnessed in India's electoral history. 

Today. some RSS ideologues ar- 
gue that they were always pro-liber- 
alisation. While the Swadeshi 
Jagaran Manch (SJM), the economic 
wing of the RSS, opposed India's 
membership of the World Trade 
Organization (WTO), it says it has al- 
ways shunned Nehruvian socialism 
and stood for open markets and dis- 
mantling ofthe licence and quota raj. 
The Jana Sangh was criticised as a 
rich man's party for supporting free 
enterprise. But even as the BJP has 
supported the cause of free markets. 
it has always advocated economic 
safeguards and vehemently opposed 
addition of more items — particularly 
those of commodities and capital and 
agricultural goods — to the import list 
during the NDA's first stint in power. 

S. Gurumurthy, economic 
thinker and co-convenor of the SIM. 
believes that unchecked imports was 
one of the key reasons why India 





slipped from a current account sur 
plus to a current account deficit (CAD) 
at present. The current account is a 
measure of a country's foreign trans- 
actions — a high CAD can be inflation- 
ary and also lead to currency depre- 
ciation. During the first stint of the 
NDA government, a current account 
surplus — $22 billion — was reported 
for the first time since 1978. Under 
the Congress-led United Progressive 
Alliance (UPA) government, India 
posted a CAD of $89 billion in 
2012/13, a record in a financial 
year. The UPA has cited gold and oil 
imports as reasons for the high CAD. 
But Gurumurthy argues it was also a 
result of skyrocketing capital goods 
imports, which shot up from an aver- 
age of $10 billion a vear in the NDA 
period to $65 billion in nine vears ol 
the UPA regime (2004/05 to 
2012/13). 

Extraordinarily high imports ol 
capital goods nearly brought manu- 
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facturing to a halt, says Gurumurthy. 
Indeed, in the first four years 
(2004/05 to 2007/08) of the UPA 
government, the Index of Industrial 
Production (IIP) growth averaged 
about 11.5 per cent. For the next five 


years, IIP was down to an average of 


about five per cent. Meanwhile, capi- 
tal goods imports during this period 
soared — of the total $587 billion in 
nine years, $407 billion was in the 
last five vears. Such statistics, which 
indicate heavy imports of manufac- 
tured goods and a slide in domestic 
factory output, run completely con- 
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trary to the swadeshi model ol 
economics, which is based on 
the concept of “self-reliance”. 
"We destroyed manufacturing 
sectors by allowing imports. 
Nation should have the capac- 
ity to produce goods and serv- 
ices,” says swadeshi agri-econ- 
omist Devinder Sharma. 
However, D.K. Joshi, Senior 
Director and Chief Economist at 
Crisil. does not hold the rise in 
capital goods imports as the 
reason for India's sliding fac- 


“You cannot 

get technology 
(in defence) 
unless you 
create an arms 
manufacturing 
hub. Once you 
have technology 
with foreign 
investment, and 
technology grows 
in India, then 
there is no issue” 
S GURUMURTHY, 


Co-convenor of SJM 


tory output. “India’s manufacturing 


activity has weakened because of 


domestic inefficiencies, whether it is 
infrastructure or power. We should 
try to make our industry competi- 
tive,” he says 


The New Age Swadeshi 
Nearly 50 per cent of India's GDP still 
comes from the unorganised sector. 


According to the economic survey of 


2012/13, only about 11.4 million 


are employed by the corporate sec- 
tor. Some 90 per cent of employ- 
ment comes trom the unorganised, 
informal, non-corporate sector 
which is largely sustained on rela- 
tionships and not formal financing. 
It is creating an ecosystem for this 
unorganised sector which forms an 
important aspect of swadeshi. 

"With FDI in defence, it is not as 
if they are giving up swadeshi. FDI 
in defence will augment domestic 
production capacity, in a way it is 
import substitution. The modern 
face of swadeshi is domestic produc- 
tion with state of the art technol- 
ogy,” says economist and policy 
advisor with Ernst and Young, 
D.K. Srivastava. “The BJP does 
realise that globalisation is irrevers- 
ible. So, it is swadeshi with a more 
modern face.” 

Most senior RSS leaders concur. 
“We did allow single brand retail. 
that's how you have foreign brands 
in India. But it will be premature to 
open up multibrand retail to FDI at 
least for the next few years, and then 
perhaps we could look at it but with 
enough economic safeguards,” says 
an RSS ideologue. 

Foreign investment that could 
displace commercial. trading and 
non-production (carpentry, ma- 
sonry, etc.) activities will be a depar- 
ture from the swadeshi code. 

“In defence, swadeshi has noth- 
ing to do with foreign investment, it 
is to do with foreign technology. 
India is one of the greatest importers 
of arms, but it does not use its buy- 
ing power to get technology,” says 
Gurumurthy. “You cannot get tech- 
nology unless you create an arms 
manufacturing hub. Once you have 
technology with foreign investment, 
and technology grows in India, then 
there is no issue." 

The SIM faced strident criticism 
when it opposed India’s entry into 
the WTO. The outfit though claims 
that its stand is somewhat vindi- 
cated today, pointing out that talks 
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at WTO have collapsed due to the 
members’ inability to reach a con- 
sensus on farm subsidies and indus- 
trial tariffs. But there is also a grow- 
ing realisation now that India needs 
to strengthen its trade ties with the 
rest of the world and engage with it 


on its own terms. During the days of 


the Jana Sangh in the 1970s, India's 
exports and imports made up about 
seven per cent of its GDP — today it 


makes up for nearly a quarter of 


India's GDP, 

There was a lot of focus earlier 
on the consumption basket of goods 
that had to be in consonance with 
Indian values and there was much 
resistance to western goods. 
Swadeshi was not just about pro- 
duction capacity but also about 
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“Swadeshi is a complete waste of 
time. The idea of economics is that 


you don't worry about where things 
are made, you concentrate on what 
you do better” 


what is to be produced. The idea was 
to check the consumption of western 
goods but the SJM does not highlight 
this aspect of swadeshi any longer. 
“Consumption patterns have glo- 
balised much faster than production 
capacity. Consumption basket has 
converged and there is no visible 
objection to this,” says Srivastava. 
Fresh thinking on trade and 
economic ties with the world is evi- 
dent with the Modi government's 
focus on reviving strategic relation- 
ships from day one — from inviting 
leaders of South Asia to his swear- 
ing-in-ceremony to discussing trade 
and economic engagement with the 
visiting Chinese finance minister. 
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Economist 


“We are dependent both for produc- 
tive resources that can be brought 
into the economy and we need glo- 
bal economy to grow so that they 
can absorb goods produced in the 
country,” adds Srivastava. 


Dissenting Voices 
Swadeshi doctrine then is reinvent- 
ing and adapting to the changing 
economic realities. But it will be a 
while before the believers in the 
swadeshi model are convinced of the 
need for 100 per cent FDI in some 
sectors — there are already murmurs 
of dissent on the possibility of open- 
ing up defence completely. 

The Bharatiya Mazdoor Sangh. 


an RSS affiliate, has mounted a pro- 
test against proposed labour re- 
forms in Rajasthan. Chief Minister 
Vasundhara Raje, considered to be 
close to Modi, has unleashed dra- 
matic changes to labour laws 
which, reformists argue, have held 
back job creation. Raje has made it 
easier for business to hire and fire 

reforms that have been vehe- 
mently opposed by the left and 
trade unions alike. 

Swadeshi activists also oppose 
the opening up of the farm equip- 
ment sector, as indicated by the 
Prime Minister. It will only lead to 
corporatisation of agriculture and 
the small farmer — who forms the 
backbone of agriculture — will lose 
out, they claim. 


Modi's Balancing Act 

It's clearly not its ideology that 
brought in the Modi-led government 
with an astounding majority, it was 
its pragmatism. And if pragmatic 
economics — which translates into 
"whatever is good for the nation” — 
is swadeshi, then India could very 
well adopt that model of growth. As 
Desai says, a broad definition of 
swadeshi is ordinary economics. 

Expectations and sense of hope 
from a Prime Minister has never 
been higher in contemporary India. 
“He is the first non-socialist Prime 
Minister of India. You finally have a 
man who has a vision for prosperous 
India,” says a third generation capi- 
talist, Ajit Gulabchand of Hindustan 
Construction. 

To say that Modi has a tall 
agenda ahead of him would really be 
putting it mildly. For now with his 
linen kurtas and designer jackets, 
use of Hindi as the language for of- 
ficial communication and seeming 
clarity of thought on policies and 
issues, Modi appears to have found 
the right balance, but then it is 
really early days yet. @ 
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| Consolidated 
Year Ended iif Year Ended 
31" March, 2013 31" March, 2014 31" Marci 


Audited | Audited | Audi 
| 










PARTICULARS 



























































Income from operations 
(a) Net sales/Income from operations (Net of excise duty) 1825.22 2376.58 9126.74 9525.23 9229.75 9545 
(b) Other operating income 122.93 123.40 95.17 485.96 422.34 485.96 422 
j pom income from operations (net) 1948.15 | 2730.38 2471.75 9612.70 9947.57 9715.71 9968 
xpenses 
| l Changes in inventories of finished goods (9.33) 7.62 (22.60) 7.87 (27.37) 787 | (27. 
(b) Employee benefits expense 411.49 370.12 36458 | 1473.18 | 1310.63 1474.50 1310 
(c) Depreciation and amortisation expense ` 224 39 220.78 239.36 1177.02 837.63 1283.45 B48 
Royalty & Cess 600.55 783.52 731.50 2878.85 3043.85 2884.76 3045 
e) Other expenses 468.09 279.95 426 19 1225.20 1027 45 1240.53 1030 
|. | Total expenses 1695.19 1661.99 1739.03 6762.12 6192.19 6891.11 6207 
'3 | Profit from operations before other income, 
finance costs and exceptional items (1-2) 252.96 1068.39 732.72 2850.58 3755.38 2824.60 3760 
44 | Other income “ 601.43 324.04 373.24 1628.64 1530.45 1608.22 1530 
5 Profit from ordinary activities before finance costs | 
and exceptional items (3 * 4) 854.39 1392.43 1105.96 4479.22 5285.83 4432.82 5291 
'6 | Finance costs 34.53 33.04 2.00 6878 | 2.60 70.78 3 
17 | Profit from ordinary activities after finance costs | 
| but before exceptional items (5 - 6) 819.86 1359.39 1103.96 4410.44 5283.23 4362.04 5288 
Exceptional items 0.00 0.00 0.00 0.00 0.00 0.00 0 
Profit from ordinary activities before tax (7 + 8) 819.86 1359.39 1103.96 4410.44 5283.23 4362.04 5288 
| Tax expense 254 24 456.43 338 41 1429 14 1693.89 1420.06 1695 
Net Profit from ordinary activities after tax (9 - 10) 565.62 902.96 764.55 2981.30 3589.34 | 2941.98 3592 
Extraordinary items 0.00 0.00 0.00 0.00 000 | 0.00 ( 
Net Profit for the period (11*12) 565.62 902.96 764.55 2981.30 3589.34 2941.98 3592 
Paid-up equity share capital (Face value of * 10 each) 601.14 601.14 601.14 601.14 | 601.14 601.14 601 
Reserve excluding Revaluation Reserves 20107.04 18610.34 19880 64 18647 
Earnings jg; share fol | 
i) Basic & Diluted EPS before extraordinary item . 49.59 59.71 | 48.94 5¢ 
ii) Basic & Diluted EPS after extraordin ) 49.59 5971 48.94 5t 
; mainly on account of interest dividends from deposits/investments. (iv or the periods are not annua 
PART II 
|| | Standalone Consolidated 
^ PARTICULARS | E — Enoe | ees 
| | 31° March, 2014 | 31" Dec., 2013 | 31" March, 2013 | 31" March, 2014 | 31" March, 2013 | 31" March, 2014 IU Marc 
i | i Audited Audited | Audited | Aud 
A PARTICULARS OF SHAREHOLDING | 




















Public shareholding 
- Number of shares 194503957 | 189750212 | 139750212 194503957 | 189750212 194503957 18975 
- Percentage of shareholding 32.36 31.57 31.57 32.36 31.57 32.36 : 
Promoters and promoter group shareholding | 
a) Pledged / Encumbered 
- Number of shares NA NA NA NA NA NA 
- Percentage of shares (as a % of the total 
shareholding of promoter and promoter group) NA NA NA NA NA | NA 
b) Non - encumbered | 
- Number of shares 406631998 411385743 411385743 40,66,31,998 411385743 406631998 41138 
- Percentage of shares (as a % of the total | 
shareholding of Promoter and Promoter group) 100.00 100.00 100.00 | 100.00 100.00 100.00 1 
















67.64 68.43 68.43 6784 | 68.43 67.64 | | 


ended | 1- The above financial results for the quarter and year ended have been reviewed and recommended by the Audit Commit 
14 approved by the Board of Directors in its meeting held on 27^ May.2014. The financial results for the year ended have been au 

the Joint Statutory Auditors of the company 

2. "Other Expenses" for the year ended 31.03.204 include Prior Period Items viz. Depreciation, Depletion & Amortisation ? (0.6! 
Consumption of Stores & Spare Parts 7 (1.93) crore, Employee Benefit Expenses ? 3.61 crore and Cost of Contractual Ser 
1 17.64 crore. 
Remaining unresolved at the end of the Quarter NI 3. Taxexpenses comprise current tax, deferred tax (net) and earlier year tax 

4. interms of Hon'ble High Court order, Company has paid decreed amount of t 99.05 crore in the FY 2012-13 arising out of dispute with a contractor. Company's appeal against such decreed amount is é 
and pending before the Hon'ble High Court and the Company considers it to be recoverable and as such not treated as expanse. 


5. Company has implemented "Guidance Note on Accounting for Oil & Gas Producing Activities (Revised 2013)" issued by the Institute of Chartered Accountants of India (ICAI). However, the comp 
continued to provide depreciation on other Production Facilities, being part of producing properties as per the rates prescribed under Schedule XIV to the Companies Act 1956, in preference to the D 
method based on Unit of Production as recommended by ICAI. Company's decision is based on the opinion from Expert Advisory Committee of ICAI issued on 11.05.2010 and also since the rate 
Schedule XIV to the Companies Act 1956 prescribes the minimum rates at which depreciation is to be provided. Impact of implementation of the Guidance Note is increase in Acquisition Cost-Li 
corresponding increase in Profit before tax by 10.32 crore, increase in abandonment liability by 7 86.15 crore with corresponding increase in cost of Producing well 80.21 crore, Capital Work in F 
(Development Cost-Wells * 0.94 crore) & Well write off 2 5 crore 

6. Recoverability of dues of 1 94.47 crore as on 31.03.2014 from Suntera Nigeria 205 Ltd. in which the company is having 25% interest in equity along with Suntera Resources Limited (50%) and Ir 
Corporation Limited (25%) is dependent upon its ability to continue as a going concern with the support of its shareholding companies. This loan is however due for repayment on 31.12.2014 only. Aco 
no provision has been created in accounts as on 31.03.2014 


- Percentage of shares (as a % of the total share capital of the company) 











For Oil India L 


Place: Noida Mrs. Rupshikha S. 
Date: 27" May, 2014 Director (Fil 


Regd. Office: Duliajan, Assam, Tel: *91 (0374) 280 0508. Corporate Office: OIL House, Plot Number 19, Sect 












Pursuant to directive from Government of India vide MoP&NG letter no. 
33011/16/2013-ONG-Iil dated 17.10.2013, the company has raised overseas funding 
for acquiring 10% participating interest in Rovuma | offshore block in Mozambique 
along with ONGC Videsh Ltd. The foreign currency borrowing at the close of year has 
been translated in accordance with AS-11 and consequently € 238.96 crore has been 
recognized as exchange gain on foreign currency translation. 

The Statutory auditors have drawn attention to the Note 4,5, 6 & 7 without qualifying 
their Annual Audit Report. 


The Company has exercised the option under para 46A of the amended AS-11 relating | 
to The Effects of Changes in Foreign Exchange Rates’ to amortize the exchange | 


difference on the long term foreign currency monetary items over their tenure. 
Consequently as on 31.03.2014 % 31.83 crore has been carried forward debit balance 


in the Foreign Currency Monetary Item Translation Difference Account’ and € 1.61 | 


crore has been amortised during the quarter 


The Company along with ONGC Videsh Limited has acquired on 07.01.2014 shares in | 


Videocon Mozambique Rovuma 1 Limited holding interest in the Rovuma Area 1 
Offshore Block in Mozambique in the ratio of 40:60 by acquiring 5120 shares of no par 
value fully paid and invested * 6337.39 crore (USD 1007.69 million). 

Final Dividend @ * 0,50 per share of 1 10 each amounting to 30.06 crore excluding 
dividend distribution tax for the financial year 2013-14 has been recommended subject 
to approval of members in the AGM. This is in addition to Interim Dividend @ * 21 per 
Equity Share of 1 10 amounting to 1 1262 39 crore already paid. The total of interim and 
final dividend for the year is T 1292 45 crore 

The figures for the previous periods have been re-classified/re-grouped, wherever 
necessary, as per the format revised by SEBI 

The Audited result for the year ended 31.03.2014 is subject to review 
by the Comptroller and Auditor General of India u/s 619(4) of the Companies Act. 


The figures of quarter ended 31.03.2014 are the balancing figures between the audited Sub-total - Non-current assets 
figures of the full financial year and published year to date figures up to the nine months 2. e MM iiti 200.00 0.00 200.00 0.00 
anded 31.12 2013 of the financial year is Inventories 968 69 644.33 984 66 644 33 
in terms of the decision of Govemment of India, the Company has shared under- ic = —e — — = am ni Ae 
1 i ^ e Ivaien 1 
March 201 a Aven eee voll — tracert possil e Shortlenn ioi ar ovile 150267 | 959 91 1376.95 911.91 
v y allowing them price discounts on Crude Oil and LPG based on rates if! Other current assets 761 13 890.52 76115 890 
of discount communicated by Petroleum Planning & Analysis ceil. The impact of this on Sub-total - Current assets 1544184 | 1553036 | 1546373 | 5 a 
Net sales is as under TOTAL - ASSETS | 9487445 | 2478208 | 3514478 | 2502919 — 
sem (* in crore) 
— Standalone Consolidated ied 
Quarter Ended 7 Year Ended Year Ended  — 
31" March, 2014 31" Dec., 2013 | 31" March, 2013 31" March, 2014 31" March, 2013 31" March, 2014 31" March. 2013 
et sales | 2347 60 2173.48 8736 B4 789217 — 











STANDALONE & CONSOLIDATED STATEMENT OF 
ASSETS AND LIABILITIES AS AT 31 







PARTICULARS 


A. EQUITY AND LIABILITIES 





1. 


2. 


Shareholder's funds 
a) Share capital 
b) Reserves and surplus 
Sub-total - Shareholders’ funds 
|! Non-current liabilities 
(a) Long-term borrowings 
(b) Deferred tax liabilities (net) 
(c) Other long-term liabilities 
(d) Long-term provisions 
Sub-total - Non-current liabilities 











Audited 


601.14 


— 
.  20708.18 


1515.25 
1314 19 
2.17 


752.96 447.08 755.81 4776 |. 
, 4984.57 | 166676 | à 358070 | ^ 166954 — 


As at 


J ——— 








601.14 
— 1861034 | 
19211.48 





HORS — — = 
31" March, 2014/31" March, 2013 31" March, 20 


MARCH, 2014 









14|31" March, 2013 
Audited 








| Audited 
601.14 601.14 
19890.64 1864704 | 
20481.78 19248.78 | 
1515.25 0.00 
1307.47 1220.73 
217 1.05 





3. Current liabilities l 
(a) Short-term borrowings 8267.44 1057.81 8631.10 
(b) Trade payables 398.41 292.45 454.02 
c) Other current liabilities 1122.18 1416.10 1203.51 
d) Short-term provisions 793.67 1137.48 793.67 
ub-total - Current liabilities 10581.70 3903.84 | 1108230 B — 
TOTAL - EQUITY AND LIABILITIES 34874.45 24782.08 35144.78 | 2502919 —— 
B. ASSETS | 
1. Non-current assets | 
| (a) Fixed assets 7555 89 6763.88 8700.02 
b) Goodwill on consolidation 0.00 0.00 5316.94 
(c) Non-current investments 11256 61 1857.07 4824.08 





d) Long-term loans and advances 
e) Other non-current assets 





























- 


| Standalone Consolidated 
"n PARTICULARS Quarter Ended | Year Ended Year Ended 
9. | 31" March, 2014 | 31" Dec, 2013 31"March, 2013 | 31" March, 2014 | 31" March, 2013 | 31" March, 2014 31" March, 2013. 
- Unaudited Unaudited Audited Audited Audited | Audited 

Segment Revenue 
(a) Crude Oil 1414.22 2145.18 1979.95 7386.82 7933.74 7487.93 7953.67 
(b) Natural Gas 416.85 462.88 381.85 1710.71 1542.21 1712.61 1542.83 
(c) LPG 12.38 40.15 35.17 106.60 121.20 106.60 121.20 
(d) Pipeline Transportation 79.39 71.78 69.17 329.24 319.63 329.24 319.63 
(e) Others 626.74 334 43 378.85 1707.97 1561.24 1687.55 1560.90 
Total Revenue 2549.58 3054.42 2844.99 11241.34 11478.02 11323.93 11498.23 
Less : Inter Segment Revenue 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Net Sales/ Income from Operations 2549.58 3054.42 2844.99 11241.34 11478.02 11323.93 11498.23 
Segment Results 
Profit Before Tax and Interest: 
(a) Crude Oil 253.56 916.40 74341 2451.76 3232.60 2430.35 3237.55 
(b) Natural Gas 170.60 239.17 74.46 762.97 710.41 762.57 711.03 
(c ) LPG 1.58 28.02 24.88 62.34 80.16 62.34 80.16 
(d) Pipeline Transportation (8.07) 1.98 (2.70) 47.53 74.65 4753 74 65 
(e) Others 596.70 308.28 372.08 1599.92 1537 66 1579.50 1537.32 
Total 1014.37 1493.85 1212.13 4924.52 5635.48 4882.29 5640.71 
Less: Unallocated expenses 159 98 101.42 106.17 445.30 349.65 44947 349 65 
Profit Before Interest and Tax (PBIT) 854.39 1392.43 1105.96 4479.22 5285.83 4432.82 5291.06 
Less: Interest 34 53 33.04 2.00 68.78 2.60 70.78 3.04 
Profit Before Tax 819.86 1359.39 1103.96 4410.44 5283123 | 4362.04 5288.02 
Capital Employed | 
(Segment assets - Segment liabilities | 
(a) Crude Oil 3273.22 3454 57 2889 27 3273.22 288927 | 3741.80 2953 13 
(b) Natural Gas 2543 70 2662.77 2364.49 2543.70 2364 49 254370 2354 15 

f (c ) LPG 4 60 42 20 34 23 4.60 34.23 4.60 34 26 
(d) Transportation 289 06 306 43 267 94 289.06 267.94 289 06 267 
(e) Unallocated | 
Cash & cash equivalents 11543 68 11620.81 12132.93 11543.68 12132.93 11660.11 12136.66 
Others 3053.92 3528.00 1522.62 3053.92 1522.62 2242 51 1502 64 
Total Segment Capital Employed ? 21614.78 19211.48 20708.18 19211.48 ) 19248.78 





a, District Gautam Budh Nagar, Uttar Pradesh 201 301 





























Tel: +91 (120) 2488 333. Website: www.oil-india.com 





Adfactors 


hn! iva Smart Factory 





MACHINES © 





50 BUSINESS TODAY July 6 2014 





| Interview with GE's Jeff Connelly at T 
_www.businesstoday.in/ge-connelly 


Both MNCs and Indian companies have started 
investing in ‘smart’ factories that combine automation, 


new processes, industrial Internet and Big Data. 
By GOUTAM DAS 


t a factory in Chakan, an hour's drive 
from Pune in Maharashtra. General 
Electric (GE) is making a $200 million 
gambit of bringing the latest in man- 
ufacturing to India. The 67-acre 
campus houses brick-red and white 
administrative blocks, a creche for 
children of staff members, and even a helipad. But the real 
action is taking place inside the 250,000-square-feet shop 
floor where a handful of workers are conducting trial runs 
on seven ‘multipurpose machining 
centres lined one after another, re- 
sembling a coach. 

The computer-controlled ma- 
chines, imported from Germany and 
Japan, make metallic parts. Steel, al- 
loys and titanium are fed into the 
machines that churn out compo- 
nents with an accuracy of 0.005 
millimetres for use in power equip- 
ment, oil and gas drilling, and the 
aviation industry. Behind these ma- 
chines, a few workers are busy trying 
out assembling wind turbines. Right 








at the intersection of hardware and software.” says Jeffrey 
W. Connelly, Vice President of GE's Global Supply Chain, 
when Business Today meets him in Pune where he had 
come to attend a meeting with suppliers, “It is exactly what 
3D printing is, monitoring and diagnostics is, sensing 
technology is. We call it ‘predictivity’. In the world of 
manufacturing, it is having the ability through data to 
know things before they happen,” he says. 

So, all the machines at the Chakan plant are connected 
to a central server. Data from the trials are being used to 
analyse cycle times. The data will also 
be used to improve the performance 
of machine tools and cut down proc- 
ess time as well as defects. 

Like GE, many other multina- 
tional companies in India are invest- 
ing in advanced manufacturing. 
German auto giant Volkswagen's 
India plant, also in Pune. has 114 
robots and many machines there are 
interconnected. "Our framer or laser 
welding robots are connected with 
their manufacturers back in Europe. 
Whenever there is any issue with the 


in the middle of the shop floor sits a 
three-dimensional (3D) printer, 
which is producing scaled down ver- 
sions of actual parts. Eventually. it 
would print out components that go 
into jets, engines, and turbines. 

The factory will begin production 
later this year. When it does, it will be 
one of India's smartest factories that 
bring together automation, the 
Industrial Internet where machines 
communicate with each other, and 
Big Data — large data sets derived 
from sensors installed in machines. 

Manufacturing is no longer just 
about hardware. "Smart factories are 


— MORE AUTOMATION AND ROBOTICS: 
Makes factories more 
productive and flexible 


—* INDUSTRIAL INTERNET: 


Machines communicate 
with each other, reducing 
human error 


— BIG DATA: Large data sets 


from sensors installed in 
machines are analysed to 
predict failures and 
prescribe solutions 


— 3D PRINTERS: Prints out a 
three-dimensional 
object; making prototypes 
becomes much easier 


robots, the engineers back in the par- 
ent company can trace the defects 
faced. find the cause and resolve it 
remotely." says Andreas Lauenroth. 
Executive Director (Technical) at 
Volkswagen India, via email. The 
carmaker is procuring more robots. 
increasing automation of other proc- 
esses and exploring the possibilities of 
using 3D printing in India. 

About an hour's drive from New 
Delhi is the town of Jhajjar in 
Haryana where Japanese consumer 
durables maker Panasonic is invest- 
ing $200 million in a 
307.000-square-metre manufactur- 
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Multipurpose 
machining centres 


The total shop 
floor area is 
250,000 sq. ft 
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Factoty of the itane GE' s new multimodal plant at Shakar. near Pune 


ing facility it calls ‘Technopark’. The factory started pro- 
duction last year and has a capacity to make one million 
air conditioners and 500,000 washing machines. 

The production as well as the testing process at the 
plant is mostly automated. Take washing machines, for 
instance. The washing machines are not tested with water 
to check leakage. Instead, a machine creates air pressure 
inside the washing machine tub. The air pressure equip- 
ment and the conveyor belt carrying the tubs both have 
alk to each other". If the pressure drops after 
a few seconds, it indicates a leakage and the conveyor belt 
stops automatically. 

Why are multinational companies investing in ad- 
vanced manufacturing in India: 

For GE, investment in automation is mostly aimed at 
making its new plant "multi-modal". There are very few 


sensors and “t 
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multi-modal factories in the world, and this is GE's big ex- 
periment to make products for different industries on the 
same shop floor using common machines such as the 
multipurpose machining centre. The Chakan factory has 
centres of excellence like fabrication and high-end welding 
as opposed to product lines. Different products pass 
through these centres, whereas earlier separate factories 
would have been required to make such products. This is 
GE's only multi-modal factory in India, though it has simi- 
lar — but smaller — facilities in some other countries includ- 
ing Vietnam, China and Hungary. 

A multi-modal factory may appear similar to ‘flexible 
manufacturing’ practiced by some automobile companies 
which can switch between diesel and petrol car variants, 
but the work GE is doing is much more complex. “We are 
talking of multiple products under the same rool, which is 


The maximum 
height of the 
factory is 22.7 
meters, or 


as high as an 
eight-storey 
building 





diflerent from the ability to scale up or scale down. If you 
are passing aviation, wind turbine, and power components 
under the same centre of excellence. that is a lot more 
radically diflerent than switching from diesel to petrol en- 
gine in car making,” says Banmali Agrawala. President 
and CEO for South Asia at GE. 

GE's investment in Indian manufacturing has to be 
understood from a broader perspective. Governments 
across the world want to create more jobs and the manu- 
facturing sector is a powerful platform. They are forcing 
companies to manufacture locally. This implies that. in the 
future, manufacturing will no longer be restricted to cer- 
tain countries like China. “It is a far more decentralised, 
distributed effort. That is a new phenomenon. As a conse- 
quence of this shift in the global economy, companies such 
as GE have to adopt a different approach,” says Agrawala. 





Video interview with GE's Banmali Agrawala at 
www.businesstoday.in 





BANMALI AGRAWALA, President & CEO, GE South Asia 


"The objective in the 
Chakan plant is to get 
scale through volumes 
which are not necessarily 
large from one product" 





jut decentralisation of manufacturing has one prob- 
lem — it poses a challenge to the concept of economies of 
scale. Investment in multi-modal manufacturing comes i 
handy here. "The objective in the Chakan plant is to ge! 
scale in a facility through volumes which are not necessa) 
ily large from one product," says Agrawala. "We, at GE, 
have an advantage. We are not a one-product compans 

Dutch consumer electronics giant Philips has a similar 
problem when it comes to the manufacturing of medical 
equipment. Its plant in Chakan, near GE's plant. has a ci 
pacity of 1.500 imaging systems a year. It makes equip 
ment for cath labs and non-invasive surgery as well as d 
agnostic X-ray machines but they are all low-volume 
high-value equipment. To keep its factory humming to 
capacity, the company kept the design flexible. So. the 
plant doesn't have a dedicated production line for one type 


we 


July 6 2014 BUSINESS TODAY 5 





Liisa Smart Factory 


MANISH SHARMA, MD, 
PANASONIC INDIA 


“The factory 
is highly 
automated for 
three reasons. 
One is ease of 
workers. Sec- 
ond is quality 
of products. 
And third is 
scalability in 
the future” 


of equipment and can adapt to 
the configuration requirements 
of different clients. It exports to 
China, Columbia, Peru, Chile, 
Argentina, France, Austria, 
Italy, and Poland. "When you 
are looking at a low-volume 
business like this, it has to be 
multi-modality,” says Subhash 
Vashisht, Director of Imaging 
Systems Operations at Philips 
Healthcare. “If you have just 
one [production] line and it is 
not churning out business. 
vour factory will not be viable." 

Multi-modal and flexible manufacturing have huge 
implications on employee costs as well. One can use a com- 
mon set of emplovees for different product lines, resulting 
in better utilisation of human resources. "In surgical equip- 
ment and diagnostics, we train people both ways." says 


.andiatodavimages.com 
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Vashisht. Modern processes such as multi-modal can, 
therefore, impact direct jobs. 


The Job Killer? 


Smart factories employ very few people, and many wonder 


if manufacturing can indeed create the massive number of 


jobs required to absorb the growing workforce in develop- 
ing economies such as India. Rajan Anandan. Managing 
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Smart plan: Panasonic's Jhajjar plant, where it makes ACs and washing 
machines. The production and testing process is mostly automated 


Director at Google India, is one sceptic. At a recent BT 
event, he said that in two decades, robots would do all 
work that industrial workers do today. "Most manufactur- 
ing will not require people in the next 25 years. We should 
be thoughtful about where we are headed. We have to be 
careful because manufacturing will employ robots and 3D 
printing." he said. 

Already, manufacturers are either emploving less 
people than before or are producing more with the same 
number of people. Five years ago. a factory the size of 
Panasonic's at Jhajjar would have required 1,500 to 2.000 
people. "But now during the peak season, we are running, 
it with 700 people," says a factory manager at Panasonic. 
Bajaj Auto's output per employee has nearly doubled since 


2008. Mahindra & Mahindra's vehicle and tractor output 
per permanent employee has also doubled since 2008. 


While multinational companies are at the forefront of 


this technological shift on the shop floor, Indian companies 
are slowly catching up. Although local companies are not 
tinkering with their old plants, their new factories are in- 
creasingly automated. JK Paper is one such company. It 
commissioned its second plant in Odisha's Rayagada in 
2013 with an investment of 11.775 crore. The company 
installed modern digesters — used to turn wood chips into 
pulp — as well as paper machines. A.S. Mehta, President of 
JK Paper. says the company earlier had four digesters with 
a capacity of 300 tonnes of pulp a day, but now only one 
new digester can crank out 630 tonnes daily. The new 
paper machine can make 165,000 tonnes a vear while 


A LONG WAY TO GO 







Video interview with Panasonic's Manish Sharma at | 
www.businesstoday.in/panasonic-sharma | 


has been "aligned to the world's best", he says. 

Trade unionism and labour strife are other important 
reasons pushing manufacturers towards automation. 
While labour in India will be cheaper compared to the 
capital investment required for automation in a paper or 
tyre factory, companies may not want to deal with the 
stress that comes along with endless wage negotiations. 
"Sometimes, we don't calculate the ancillary cost of people. 
You also forget to calculate the future incidents of labour 
liability," says JK Paper's Mehta. "While today vou may 
pay 17,000 a month to a worker, there will be wage revi- 
sions in a few years’ time. Then there are union issues and 
absenteeism. The stress cost of management is much more 
than what you invest." 

Smart factories are here to stay, and grow. Whether 


Global sales of industrial robots rose 1296 in 2013 to about 179,000, with India lagging far behind 
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UNITED STATES 


24,000 








Source: Internationa! 
Federation of Robotics 


four older machines at the same plant have a combined 
capacity of 125,000 tonnes. JK Paper has also automated 
its warehousing system using robots. All this automation 
means that the new factory employs just 400 people com- 
pared with 1,400 people at the older plant in Rayagada. 
Besides the improvement in productivity, another 
reason that is prompting Indian companies — especially 
exporters — to opt for automation is the high quality and 
precision that modern machines offer. Satish Sharma, 
President of Asia Pacific, Middle East and North America 
at Apollo Tyres. says productivity at its plant near Chennai 
is three times higher compared with the company's 
Vadodara factory thanks to large-scale automation. The 
Chennai factory, which exports to the European market. 


GERMANY 


18,000 








SOUTH KOREA 


CHINA 21,000 
37,000 “Van? | 





INDIA: Less Than 


2,000 


robots will eat up jobs that India desperately needs is an 
inconclusive debate. But the rise of the machines need not 
be scary. Ifautomation makes products like air condition- 
ers cheaper, it would mean an increase in demand and 
sales. That could potentially add more retail jobs. Some 
believe smart factories will create many more jobs in the 
logistics chain, if not within the factory. “If we can enhance 
productivity through new technology, that means we can 
do five [products] instead of three.” says GE's Connelly. 
"That means we need more designers, and more sales, fi- 
nance, packaging and transportation people. The more 
productive we can be. the better it will be for everyone.” € 
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Catching Up ‘| 
Online F 


Until recently 
FMCG companies 
were considered 
slow in adopting 
digital media for 
advertising, but 
not any longer. 
By AJITA SHASHIDHAR 
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odrej Consumer 
Products Ltd 
(GCPL) recently 
hired three 
20-somethings 
for its core brand 
marketing team 
as digital managers. Rajeesh 
Rajagopalan, Kyle D'Lyma and 
Subhadeep Bhattacharya have post- 
graduate degrees and Google's spe- 
cialist certification in communica- 
tion, and previously worked with 
digital marketing agencies. The trio's 
mandate is to lead the consumer- I RAJEESH RAJAGOPALAN 
goods maker's digital advertising 

campaigns. "We think about the W thi K D [ th digit | pi | th 
digital plan at the drawing board C m d OU C gi d d L d C 


* vf» eens lap diei ri du is q raw | ng hoa rd sta g Q of a Cam D q IQ n. 
no longer an alter-thought, says 


Rajagopalan. But why recruit young- D | g ita | | S [| O | 0 n g e [ d [| a fte r-T n O U 9 nt j 


GOSWAMI 


ACHIT 
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Digitally savvy: (From left) Rajeesh Rajagopalan, Kyle 
D'Lyma and Subhadeep Bhattacharya, part of Godrej 
Consumer's digital team, at their office in Mumbai 
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sters instead of more experienced 
professionals? Sunil Kataria, Chief 
Operating Officer for sales, marketing 
and South Asia at GCPL, explains the 
reason. "Most of us in the company 
are not digital natives but digital im- 
migrants. So, we have hired young 
people to be part of our brand mar- 
keting teams and drive digital efforts 
across our brands." he says. 

Hiring youngsters for digital 
campaigns is part of GCPU's "Digital 
Fitness' programme that it kicked off 
about 18 months ago to intensify its 
focus on various digital media 
platforms. Although digital 
campaigns make up a small part of 
the fast-moving consumer goods 
(FMCG) company's total marketing 
and advertising spends — it was just 
four per cent in 2013 — it is growing 
rapidly compared to spending on 
print and television. In 2014, the 
company is stepping up its digital 
spends by 40 per cent and plans to 
ramp it up to 70 per cent in coming 
years, says Kataria. 

Overall, the share of digital media 
in the Indian advertisement 
expenditure is likely to rise to 7.9 per 
cent in 2014 from 6.9 per cent last 
year, according to GroupM, the 


preferred traditional media because 
of its wider reach and comparatively 
lower cost to sell everything from 
personal care products such as soaps 
and shampoos to food items. 

The shift in the marketing 
strategies of FMCG companies has 
been prompted by a dramatic change 
in consumers’ media consumption 
habits thanks to growing use of 
mobile phones. especially 
smartphones, and the Internet. 
"Consumers are consuming content 
on varied platforms and on various 
devices. Therefore, a one-size-fits-all 
TV campaign no longer works." says 
Tarun Arora, Country Head of 
Danone Narang Beverages, a joint 
venture between French foods 
company Danone and Mumbai's 
Narang Group. 

Jayant Singh, Executive Vice 


COMPANY: Mondelez 


PRODUCTS: Oreo cookies 


President for Marketing at 
GlaxoSmithKline Consumer 
Healthcare, concurs with Arora. He 
says the company is looking to 
double its spending on digital 
advertising this year. "We are going 
where the consumer is and wish to 
engage with them through 
innovative digital programmes. We 
are reaching out to them as an 
untapped, core potential audience.” 


Changing Mindset 

Until a few years ago most 
companies looked at online as yet 
another platform to air their TV 
commercials. This is not the case 
any longer. FMCG companies are 
looking at digital media as a 
separate platform to engage with 
their target audience. They seek 
feedback on their TV campaigns, 


DIGITAL PLATFORMS USED: Facebook and Twitter 
CAMPAIGN: Conlectionery giant Mondelez rolled out a digital 


campaign lor a new variant of its best-selling Oreo cookies in May this 
year. The campaign, on social networking site Facebook and 
microblogging site Twitter, aimed at communicating how the Oreo 


Cookie and the new variant. Orange Creme. blend beautifully together. 
The campaign reinforced this connection between them and narrated 
tales of them as #O0reoBesties, while engaging Oreo's fan base with 
multiple activities. 

The first leg of the campaign 
was a selfie contest. Oreo's 
#BestieSellie ran for three days 
where users were asked to share 
their and their best friends’ wacky 
self-portrait photographs. The 
second leg was a #ShoutOut 
between the two — £OreoBesties 
Cookie and Orange Creme — 
where one would shout out 
something and fans had to guess 
what the other would reply. In 
the third part of the campaign, 
people were asked to complete the 
sentence #YouAreBestieswhen, 


media buying arm of global 
advertising network WPP. 

GCPL is not the only consumer 
goods maker to focus on digital 
media. Many other consumer goods 
makers are also fast realising they 
can no longer ignore this new 
medium. According to Ravi Rao, 
Leader (South Asia) at media 
buying and planning agency 
Mindshare, FMCG companies have 
increased their digital spends 
between 30 per cent and 50 per 
cent in the past one year. 

This is in sharp contrast to three 
to four years ago when only 
companies from the financial 
services, hospitality and auto were 
big spenders on digital media. 
Consumer goods companies, which 
unlike companies in other categories 
rely heavily on rural and semi-urban 
areas to sell their products, earlier 


YOU SHARE YOUR DEEPEST, 





IMPACT: The campaign reached more than 600.000 people on 
Facebook and generated close to 300,000 impressions on Twitter. 
(Impressions are the number of times a post or tweet is displayed). 
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invite suggestions to name their 
upcoming brands and even take up 
social issues. 

Zafar Rais, CEO of digital 
marketing agency Mindshift 
Interactive, says one of the earliest 
campaigns that encouraged FMCG 
brands to take digital seriously was 
almost four years ago, when Nestle 
synced its print ad for Nescafe coflee 
with social media and asked people 


“In order to 
make the 
[Revlon] brand 
look contem- 
porary, digital 
media became 
imperative as 
most young 
women are 
digital natives" 


TRIPTI LOCHAN, 
CEO, VML Qais 


their feedback. "That changed the 
mindset of FMCG brands." he says. 
Perhaps the most successful 
digital campaign in the country by 
an FMCG company has been run by 
Hindustan Unilever (HUL). The 
consumer goods giant last year 
launched a free mobile radio 
entertainment channel called Kan 
Khajura Tesan, which can be loosely 
translated as Centipede Station, in 


Bihar and Jharkhand. To access the 
content, a mobile phone user gives a 
‘missed call’ — the call here gets 
disconnected automatically after two 
rings — on a given number. The user 
is then called back and gets to listen 
to songs. jokes and, of course, HUL 
advertisements. The idea behind the 
campaign was to reach out to 
consumers who do not have access 
to TV, radio or the print medium but 
have a mobile phone. Over the past 
seven months the radio station has 
reached out to more than nine 
million subscribers and HUL ads have 
been heard 85 million times, the 
company says. HUL now plans to roll 
out the channel in other regions. 
When [Tc last year launched the 
Vivel skin nourishing range of soaps, 
it held a contest to search for 
ingredients on Facebook. “The 
emergence of newer interactive 
digital platforms and online social 
networks has led to a paradigm shift 
in brand communications. We have 
been strategically investing in all 
aspects of digital." says Nilanjan 
Mukherjee. Head of Marketing for 
ITC's Personal Care Products 
Business. Similarly, Danone Narang 
chose the brand name of its vitamin- 
enrichec flavoured water alter 
interacting with consumers on social 





COMPANY: Revlon India 


PRODUCTS: Revlon ColorStay Whipped Creme Makeup 


DIGITAL PLATFORMS USED: Revlon India's Facebook page 


CAMPAIGN: \\ bien Revlon India 


launched the Revlon ColorStas 
Whipped Creme Makeup 
loundation, engaging customers in 
an innovative way was a challenge 
his is because foundation as a 
product isn't as exciting as lip 
colours or nail enamels. Revlon 
went out to understand what 
women wanted from their beauty 
products, specifically foundation. lt 
kicked off a digital campaign with a 
series ol polls conducted on its 


| acebi Ok Page over [WO weeks 
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The survev revealed some 
interesting findings. For instance, il 
found that about SO per cent ol 
those polled used their fingers to 
apply foundation. The company 
then launched the product through 
its Facebook page and also created 
seven USP images each of which 


addressed a finding from the poll. 


IMPACTS: Revlon India received 
more than 75.000 responses to its 
poll questions. Its Facebook fan base 


grew by 33,746. 





Video interview with Tripti Lochan of VML Qais at 
www.businesstoday.in/vmigais har 


media, says Arora. “We talked about 
our brand on various social media 
platforms and asked consumers to 
give their feedback. We got over y 





social networking site Facebo 
alone. Dimsy Mirchandani. Revlon 
Marketing Manager, says some 





lipstick and other make-up variant 








50.000 responses and that's how the CRORE that the company launched alte! 
name ‘Blue’ came about,” he says. Estimated Indian advertising their digital campaign boosted sale: 
Consumer goods companies are expenditure in 2014, up from by nearly 20 per cent 

not just using digital media to Despite the recent shift in 
increase awareness about their € 38 598 advertising strategies by FMCt 
brands among consumers. They are d companies, digital is not yet eating 
also using it change brand CRORE in 2013 into their traditional media spends 

perception. — maker Modi vet. According to Arora of Danone 
Revion is one such company. It hired Narang. one can't write off TV and 
ad firm VML Qais to launch a digital print, unless there is a dramati 
initiative about a year ago. Tripti change in consumer behaviou! 
Lochan, CEO, VML Qais, says Revlon's "Digital is beginning to play a hugi 
target audience is vounger women, Y role in awareness builditi 

but the common perception among CRORE engagement with consumers and 
them was that the brand related to Estimated digital advertising creating intent to buy a product," he 
the older generation. "In order to expenditure in 2014, up from says. "But it has still not started 


make the brand look contemporary. replace traditional media." € 
digital media became imperative as 12 520 ADDITIONAL REPORTING B) 
most young women are digital y SHAMNI PANDI 


natives," savs Lochan. Revlon India CRORE in 2013 


now has close to one million fans on ource: GroupM a AutaShashidhar, 9'ShamniPandi 
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ILU Educomp 


One of the 
poster boys 
of digital 
education, 
Educomp 
struggles to 
stay relevant 
after initial 
SUCCESS. 

By MANU KAUSHIK 


December 2010, 


when Bangalore- 
based Sujana 
Convent School de- 
cided to enrol for 
Educomp Solutions’ 


Smartclass in its attempt to modern- 
ise classroom teaching, the school 
was not aware of what lay in store. 
Launched in 2003, Smartclass was 
an innovative e-learning product that 
promised to revolutionise education. 
It was aimed at replacing conven- 
tional teaching techniques — black- 
board and chalk — with digital tools 
that would include videos, three-di- 
mensional images and animation. 
The focus was on enhancing the en- 
tire classroom learning experience. 
But within a few months of hiring 
Educomp’s services, the school began 
to face problems with the software 
and hardware (projectors, screens, 
etc.) installed in three of its class- 
rooms. As the glitches became more 
Irequent, the school management 
complained to the company but it 
appeared to turn a deaf ear. "We 
wrote several emails and letters but 
did not get a satisfactory response." 
says Divya Lokesh, the school's 
founder-principal. After putting up 
with the problems for more than a 
year, the school decided to take legal 
action against Educomp in August 
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The party is over: Educomp 
Solutions’ CMD Shantanu Prakash 
at his Gurgaon office 





Video interview of Shantanu Prakash at 
www.businesstoday.in/educomp-praka 








last year. “When we went to the con- 
sumer court, we thought we would 
be the only school with such issues. 
But I was surprised to see that there 
were other schools like us,” she says. 

Sujana is one of the 25-odd pri- 
vate schools in Karnataka that have 
filed cases against Educomp for poor 
service. “It was written in the con- 
tract that all issues would be sorted 
out in 48 hours and the malfunc- 
tioning hardware would be replaced 





in a week's time but that never 
happened,” says D. Shashi Kumar, 
secretary of Karnataka State Private 
School Managements Federation. 
Educomp, however, maintains 
that its Smartclass is the preferred 
digital classroom solution of over 
600 schools in Bangalore. And that 
most of these schools are happy 
with the product and service, and 
have been adding classrooms at 
regular intervals. 

Still, the experience of some pri- 
vate schools in Karnataka with 
Educomp is a microcosm of the larger 
problem faced by the company over 
the past few years. Educomp pio- 
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Educomp 





neered the concept of multimedia 
learning in the classroom by initially 
supplying computers to schools, and 
subsequently installing interactive 
whiteboards that display curriculum- 
related content. In a way, Educomp's 
struggle epitomises the some of the 
difficulties of bringing technology into 
the field of education — something the 
new government is very keen on. 
Educomp began in 1994. Before 
launching Smartclass, Educomp pro- 


timedia that could be taught through 
CRT (cathode ray tube) monitors. 
"Indian classrooms are dysfunctional 
because they are overcrowded, the 
teachers are relatively underpaid and 
the pressure of the curriculum is too 
much. All these things combined cre- 
ate a situation for classrooms to be- 
come ineffective. The catalyst we 
brought to the table was Smartclass. 
which made teachers into su- 
perteachers." says Prakash, an alum- 
nus of IM Ahmedabad. 
Educomp's flagship 
product — Smartclass - 


in pr —* at ess initially became an in- 
School, Noida stant hit with schools and 


Some schools faced 
problems with 

the software and 
hardware installed 
in classrooms. The 


schools complained 
but Educomp did not 
seem to hear them 


moter Shantanu Prakash and his 
team had been involved in teacher 
training and setting up computer labs 
in private schools. Just over a decade 
ago, Prakash hit on the idea of con- 
verting school curriculum into mul- 


parents. Indeed, between 
2004/05 and 2011/12, 
Smartclass's customer 
base grew at a scorching 
pace — from 26 to 9,575 
schools. "People were 
broadly aware of the ben- 
efits of technologv in the 
education sector but no- 
body made a serious at- 
tempt to change things. 
Educomp did a pathbreak- 
ing job of bringing tech- 
nology to the classrooms. 
For the first time, a com- 
pany was able to sell a 
product with a business 
model under which 
schools were able to 
charge for the services." 
says Anand Sudarshan, 
Founder and Director of education 
consultancy firm Sylvant Advisors. 
Agrees Nilambu Syam, an invest- 
ment banker who has been closely 
tracking the education sector for over 
a decade. “Educomp was the first 
company to see a gap in the market 
and managed to crack the model 
with its innovative product." 

So, what went wrong? Educomp 
didn't anticipate that its initial suc- 
cess would prompt others to replicate 
its product. Today, Educomp is fight- 
ing a price battle with over 10 service 
providers, including big names such 
as Tata Group, HCL Infosystems and 
NIIT. “Digital learning has become a 


commodity business with almost all 
the players providing a similar type of 
service. I don't see any difference be- 
tween what Educomp is selling and 
others,” says Narayanan 
Ramaswamy, Head of Education at 
KPMG. In a competitive market, com- 
panies with higher priced products 
stand to lose market share. The num- 
bers suggest Educomp is seeing price 
erosion in its core business. Between 
April 2012 and March 201 3. for in- 
stance, the company added 2.171 
new schools for Smartclass, but rev- 
enues from the product dropped 52 
per cent during the same period. 

Ramaswamy also says companies 
like Educomp are not innovative with 
their products any more. "Nobody is 
offering a learner-centric product. 
They procure hardware from some- 
where, produce content and give 
service contracts to some third-party 
vendors. Nothing stops schools from 
procuring these things on their own." 
he says. A December 201 1 report by 
brokerage Anand Rathi had spotted 
this trend early. "A recent trend is for 
schools to invest in hardware on their 
own and to offer extra perks, both 
monetary as well as non-monetary, 
to teachers in order to create digital 
content in-house," it said. 


Mounting Problems 
Educomp's problems began early in 
2006 and intensified when it decided 
to try its hands in every possible ven- 
ture related to education. At first. it 
set up a pre-school in Delhi; subse- 
quently, it opened its own brand of 
K-12 schools and also forged tie-ups 
with other companies in vocational 
training. Investing in new ventures, 
especially K-12 schools, turned out to 
be a mistake as the company fell into 
a debt trap. Educomp was already 
spending big money on e-learning 
solutions and also buying land for the 
schools. It currently runs 51 (K-12) 
schools with around 48 more in the 
pipeline. Short of funds, its after-sales 
service record suffered, leading to the 
spate of cases against it. 

Meanwhile, most leading broker- 








affected the pricing of 
its product 


Diversification into several 
other businesses did not 


ages have stopped tracking Educomp 
in the past few years, especially after 
it got mired in corporate governance 
issues. What concerned analysts 
most was the company’s approach to 
tackling the mounting debt on its 
books. EduSmart was created in 
2009 to take over Educomp's new 
five-year school contracts. The new 
company would pledge the receiva- 
bles from the contracts with banks to 
pick up substantial capital, which 
would then be passed on to Educomp. 
It helped Educomp get the entire pay- 
ment for its contracts with schools at 
one go, which would normally be 
staggered over five vears. This helped 
the company shore up revenues and 
profits for some years. The practice 
though has been abandoned by 
Educomp now. 

“All the hype around companies 


like Educomp has completely disap- 
peared,” says Sudarshan, referring to 
its initial public offering (IPO) in 2006. 
Educomp's [PO was oversubscribed 
34 times and was one of the best 
performing IPOs of 2006. The stock is 
now trading at 128. down 75 per 
cent from its IPO price. 

Educomp's competitors are facing 
similar challenges. Many companies 
that promised to transform the edu- 
cation sector are today struggling to 
grow. Take the case of NIIT, the Delhi- 
based education company. It sells 
nGuru, a product akin to Smartclass. 
In the third quarter (October to 
December! of 201 3/14 the compa- 
ny's revenues from school learning 
solutions fell 28.7 per cent compared 
with the year ago period. 

Educomp still continues to be à 
market leader but the company has 
lost its way, say experts. Prakash 
claims that Educomp has 70 per cent 
market share in the digital learning 
space. It currently has 100,000 
Smartclass products installed and the 
potential market is 2.5 million. he 
says. Most of its subsequent innova- 
tions (in Smartclass) went into mak- 
ing incremental changes. However, 
the market is looking for something 
else, says Sudarshan. "Education is a 
consumer business. Companies don t 
really understand the needs of stu- 
dents as they just want to add more 
number of schools." he savs. 

Once a poster boy of the educa- 
tion sector, Educomp is currently 
struggling to keep its books in shape. 
In the past four quarters starting 
March 2013, the company has been 
showing a steadv decline in revenues 
and losses are increasing. In the quar- 
ter ending December 201 3, Educomp 
posted revenues of 1155.3 crore and 
a net loss of 187.6 crore. 

Educomp will have to learn its 
lessons. says Sudarshan. "In the edu- 
cation business, you don't become 
oversized in a short time. If it has to 
change. it has to undergo fundamen- 
tal shifts, which will be painful." € 
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The energiser: Rajiv Kaul has focused 
on infusing technology and better 
management processes into CMS 





THE 


CASH 


CHANGER 








THE INSIDE ACCOUNT OF HOW CMS INFO SYSTEMS'S 
CEO TURNED AROUND AND GREW THE IT & OUTSOURCED 
BUSINESS SERVICES PROVIDER. By suprotip GHOSH 


n 1976, Ramesh D. Grover and two friends saw an 
opportunity. It was the height of business xeno- 
phobia in Delhi with multinational companies in 
the cross hairs of then industries minister George 
Fernandes's sights. With International Business 
Machines, better known as IBM, set to exit India 





over new foreign exchange rules, the techies eyed 
maintaining IBM machines the company was leaving 
behind in India. 

Grover decided to call their venture Computer 
Maintenance Services or CMS — almost similar to its state- 
owned rival Computer Maintenance Corporation, which 
won most of IBM's maintenance work channelled its way 
because most of IBM s customers were government agen- 
cies or companies. 

Technology matured and the need for automation 
among customers grew. Grover-led CMS forayed into new 
areas, delivering technology solutions. (Computer 


Maintenance Corporation, renamed CMC, is now part of 


the Tata group.) CMS expanded from PCs for end-users to 
business software implementation, from local area net- 
works to information technology consulting. from cash 
management to traffic signals. 

Businesses endure, but men age. Three decades into 
setting up CMS, the Grover family decided to take a look at 
all the businesses the company was into to understand 


their true worth, said Vishal Grover, son ol Founde! 
Ramesh Grover. “We had 17 business units and the idi 

was to separate the strong from the weak, ensure surviva 
of the fittest and have the leaders step up to the top in th 


s 


marketplace,” Grover wrote in an email from San 
Francisco where he's based. 

Mter exploring exit options for more than a year, earl) 
in 2009 private equity firm Blackstone Group carved oul 
a set of operations from the CMS Group of companies to 
create CMS Info Systems. The intent was simple: how 
get into and grow the cash management business. It was 
not that CMS didn't know the business but just that the 
drive was missing. As president and Chief Financial Of 
Pankaj Khandelwal says. the company was privately-rui 
with a decades-old culture. That needed to change. 

The centre point of CMS's business today is other peo 
ple's risk. For an economy its size, India deals extensiveh 
in cash and cash is at risk from multiple fronts. There ar: 
possibilities of heists and robberies, and more mundane 
issues of counterfeit currency, bottlenecks in delivering 
cash and faulty ATMs. The cycle of cash starts from the 
central bank's mints and its vaults and moves through 
bank currency chests and branches, ATMs, post office 
businesses big to tiny, and individuals, with innumerabk 
stops in between. 


Achieving scale in such a business was tricky. Bul 





The leadership team: (From left) Manjunath Rao, Anush Raghavan, Anup Neogi, Rajiv Kaul, Alex Augustine, 
Pankaj Khandelwal, and Venkatesh R. at the CMS office in Goregaon, Mumbai 


today, CMS has a market share of some 52 per cent of the 
last-growing market for cash management services in 
India, more than doubling from 25 per cent in 2009. It 
leeds ATM machines, delivers and picks up cash from retail 
and other outlets, moves cash between currency chests 
and bank branches, runs dedicated cash vans. processes 
and sorts cash, and offers cashiering services. 

Revenues have grown nearly three-fold to 11.500 crore 
today from Rs 1550 crore in 2008/09. Khandelwal will 
not give numbers but says the company is more profitable 
now than its former owner. Its ATM and cash dispenser 
business has expanded at a 25 per cent compound annual 
growth rate (CAGR). while its retail business has clipped at 
15 to 17 CAGR. From 2009, when it used to employ under 
9.000 people, CMS now employs over 1 3,000. 

The man responsible for this acceleration is Rajiv Kaul, 
best known in Indian business circles as the energetic 
head of Microsoft in India between 
2001 and 2005. Kaul partnered 
Blackstone aller a two-year stint as 
a Partner with Actis LLP. another 
private equity and buyout fund. 
Blackstone was eyeing CMS for a 
while and Kaul was looking for a 
challenge. “My career goal was not 
just to do something simple.” he 
says. This was a meeting of ideas. 

Kaul focused on infusing tech- 
nology and better management 
processes into the company, and 
build a team with diverse experi- 
ence. He put people like Anush A 
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“We worked 
towards bringing in 
a blend while hiring, 

to be in tune with the 
emotional state of 
nisation" 


'INE/HR Head 


the orga 


Raghavan, the company's young head of risk on fast track 
career paths, and poached leaders like Anup Neogi, now 
president and Chief Operating Officer. from multinational! 
competitors such as Brinks. 

Customer validation comes from Loney Antony. who 
has been dealing with CMS since 2008. As Co-founder and 
Managing Director, Prizm Payment Services, which man- 
ages 24,000 of India's total base of more than 150,000 
\TMs, Antony says he has seen a clear change in the wa\ 
CMS does business. “Earlier, the approach was of a respon- 
sive organisation; based on relationships.” says Antony. 
"Today, it is a much broader professional organisation.” 
What this means is empowerment and professionalism 
among the employees and the service at CMS. For Antony, 
that means less downtime and more efficienc 

Manjunath Rao, who came in from ATM company 
NCR in Singapore to head sales at CMS, says his decision to 
shift was influenced by Kaul's ap- 
proach to the business. Rao, who 
was at one point a client of CMS, 
says that the critical point in CMS's 
success is precisely in focusing on 
cash management, More than one- 
third of the cost running an ATM is 
that of cash management. This in- 
cludes ensuring cash is available 
and that it is dispensed properly. 
That's not as easy as it sounds. “We 
always thought the cash business 
is a risky and murky business. 
When I came here, it was all 
slightly different. They talked about 








technology.” says Rao, who Kaul 
credits along with Khandelwal for 
winning an 8,000 ATM order from 
State Bank of India, the country's 
largest lender, last vear. 

Today. CMS manages over 
51,000 ATMs. In India, per trans- 
action size — at 13,000 each — at 
ATMs are relatively small com- 
pared to other countries and the 
quality of notes is a problem. The 
load on a company tasked with 
keeping ATMs up and running can 
be enormous. Soiled notes, for in- 
stance, are the cause for downtime 
at one of three ATMs that stop 
working here. CMS gets on an av- 
erage 1 5,000 service calls a day. 

Running such operations with 
1 3,000 people can be a nightmare 
on the human resources (HR) 
front. Alex Augustine, Head of HR, 
says that when he joined the com- 
pany, it had ‘legacy’ issues. lefto- 
vers from the earlier management. 
Simple things such as formal let- 
ters and paychecks were being 
delayed. A large number of gen- 
eral managers had been in the 
company for between 10 and 12 
years. And to top it all. the staff 
was unsure of how the new own- 
ers would treat them. CMS man- 
agement still has the odd run-in 
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not just for the banks, but for busi- 
nesses and customers. One of such 
businesses is that of managing 
currency chests. This is where cur- 
rency is held pending distribution, 
and is owned mostly by the banks 
themselves. Kaul says he is in talks 
with the RBI about the cost of idle 
cash. "We are looking at a whole 
ecosystem to reduce the cost of idle 
cash." says Venkatesh R., Chief 
Strategy Officer. 

Today banks set up these 
chests by themselves. They put in 
the money behind the infrastruc- 
ture, behind the machinery and 
people. What CMS proposes is very 
similar to the ATM story, where a 
partner puts up all this infrastruc- 
ture, and charges them per trans- 
action. This puts the accountabil- 
ity on the partner, who would 
charge on operating expenses 
(opex) rather than capital expend- 
iture (capex). 

This fits right in with the chal- 
lenge of delivering the cash when- 
ever and wherever it is needed. 
"The biggest challenge is cash 
availability to us on time. Our op- 
erations could be far more effi- 
cient," Venkatesh savs. 

The revenues will be small, to 
be sure. Managing currency 


with trade unions but new sys- a day: 80,000. In 2009, this chests can bring in about 130 
tems and processes not just took would have been 20,000 a day crore topline in three years. “It is 
care of the irritants and boosted not for revenues, but putting in a 
productivity but also had people € ATM service calls attended comprehensive offer as far as cash 
buying into new opportunities. remotely 95% in 2013/14, dramatically management is concerned for the 

"The charm in this company up from 7% in 2010/11 customers," says Kaul. In the long 


is growth," says Neogi, who runs 
operations for CMS. He points to 
the way information technology has been harnessed to 
manage its more than 2,500 locations in the country. 
After assessing software on the market, he says, Kaul 
decided to build one in-house. The system has the ability 
to track cash pick-up and delivery from banks, ATMs and 
high volume retail clients such as Dominos Pizza and 
Amway. Neogi gets updates every two hours. This im- 
provement in productivity is showing on the HR cost, 
says Khandelwal. HR costs today are half of revenues. 
about 15 percentage points lower than in 2009. 

With the tools in hand and working well, the company 
is now diversifying into businesses that will manage cash 


run, this will change the business 
for CMS. 

And then there are the company's plans of entering 
retail store management. Currently, the company pick 
up cash from up to 35,000 outlets and move it to banks. 
Now, the company plans to also manage the teller at the 
retail outlet and later, even manage their inventory. The 
only place where the retail chain owner will need staff 
is in sales. The pitch is that with CMS's core competence 
being in just-in-time deployment, the operational head- 
ache can be outsourced to it, says Kaul, who's keenly 
eyeing the next big wave. è 
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Will the Sun Pharma-Ranbaxy deal be followed by further 
consolidation in the Indian pharma industry? Leading 
companies, such as Cipla and Dr. Reddy's, are being watched. 

By E. KUMAR SHARMA 


wo recent developments in the global pharma sector may well b 
pointers to the shape of things to come. The first was the $ 5.2 billion 
deal in early April. by which Sun Pharma acquired Ranbaxy. mak 
ing the combined entity the fifth-largest generics company in thi 
world and the largest in India. Sun Pharma had made 16 other 
acquisitions before, but this deal was larger than all of them put 
together. The second was the realignment of business interests bi 
Novartis AG and GlaxoSmithKline (GSK) Plc in late April, by which 
Novartis sold almost its entire vaccine business to GSK, while buying 






up the latter's oncology drugs business. The two companies alsi 
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deal announced in early April ‘14 
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joined hands to set up a new con- 
sumer health-care company. 
Separately, Novartis also sold off its 
animal health drugs business to 
another pharma giant Ely Lily. 
There was also intense speculation 
for some time about Pfizer buying 
up AstraZeneca. Though that has 
been laid to rest, consolidation 
moves are clearly afoot, which may 
well have major implications for 
India. 


Why India? 

It is because Indian companies 
have strengths that are hard to ig- 
nore for any global player seeking 
scale. And generic drug makers 
need scale to prosper, since the seg- 
ment is a crowded one, with wafer- 
thin margins. Thus, the world's 
leading generic company, the 
Israel-based Teva, has between 
1996 and 2011 made 16 acquisi- 
tions globally. The US-based Mylan, 
the most active of global players in 
India, has done about half a dozen 
major deals so far, investing 
around $3 billion in India alone. 

Global pharma companies 
have the money — Pfizer sits on 
cash of $2.2 billion, Teva on $1.04 
billion and Novartis on $9.2 billion. 
(See Deep Pockets.) In comparison, 
all the companies on the Bombay 
Stock Exchange's Health-care 
Index - excluding Sun Pharma, 
Ranbaxy and GSK Pharma — have a 
total market capitalisation of around 
$40 billion. 

Market watchers maintain that 
among the major Indian pharma 
companies the two most prized pick- 
ings would be Dr. Reddy's Labora- 
tories and Cipla Ltd. The former has a 
strong biosimilar pipeline, a robust 
business portfolio in injectibles in the 
US and focuses on products that face 
limited competition there. About 42 
per cent of its revenue is generated in 
the US. It is the largest Indian pharma 
player in Russia and the Common- 
wealth of Independent States coun- 
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WHERE THEIR 
STRENGTHS LIE 


uw 
rong in respiratory an 
anti-AIDS dus 


Strong in emerging markets, especially 
"Arica, West Asia and Australia 


India contributes 50 per cent 
of its total revenues 


Known for its partnership model, it 
is now also building direct front-end 
market presence in some markets 
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DR. REDDY'S 


Leading Indian player in some emerging 
markets like Russia and the CIS region 


Focuses on biosimilars 
Has —— tapped 
S with 


opportunities in the limited 
competition products 
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LUPIN 


Largest Indian company in the 
Japanese generic market 


—* in it pl markets, 
especially the CIS region, Africa, 
ustralia and South East Asia 


Has a US market in niche areas like oral 
contraceptives, ophthalmics 
and asthma 
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GLENMARK 


Strong in —— 
with a presence in Latin America, 
Africa and the CIS region 


Focuses on low competition products 
in the US. Strong in segments like 
dermatology, Vis eua and 
anti-infectives 


tries as well. It is also investing heav- 
ily in research and development. 
Cipla is strong in Africa, especially 
South Africa with an edge in anti- 
AIDS generic drugs. a healthy respira- 
tory care business along with strong 
domestic penetration. About 50 per 
cent of its total revenues come from 
India. And barring its 78-year-old 
Chairman Y.K. Hamied, and his 


brother M. K. Hamied, the non-exec- 
utive Vice Chairman, it is run entirely 
by professionals — there are no next- 
generation members of the compa- 
ny's founding family in senior posi- 
tions. (See Where Their Strengths Lie.) 
Certainly, acquiring either is 

not an easy task. Dr. Reddy's had a 
market cap of $6.6 billion (as on 
June 5, 2014). At a modest 20 per 
cent premium, this would still mean 
an acquirer having to shell out 
around $8 billion. Similarly, Cipla's 
market cap was $5 billion (as on 
June 5, 2014), so a buyer would 
have to pay at least around $6 to 
$7 billion for it. Secondly, acquisi- 
tions are not easy in India, where 
they need not only shareholder ap- 
proval, but also that of the Foreign 
Investment Promotion Board (if the 
buyer is based overseas) and the 
Competition Commission of India. 
Most importantly, neither promoter 
reveals any intention of selling. "At 
least not in my lifetime," Hamied 
once told Business Today. G.V. 
Prasad, CEO at Dr. Reddy's, is as 
forthright: “Do I have a better option 
for my investments?” he asks. “As far 
as we are concerned, we are not 
available for acquisition and this, 
therefore. does not cross our minds." 
How do industry watchers feel? 
Pharma sector expert Sanjiv Kaul, 
Managing Director, ChrvsCapital 
Investment Advisors, believes con- 
solidation in pharma is inevitable. 
"The question is: how soon will it 
happen?” he says. "In the last seven 
to eight years, we have had some 
examples of consolidation, but the 
experience has not been that great.” 
He is referring in particular to 
Japanese major Daiichi Sankyo ac- 
quiring Ranbaxy in 2008 — 
Ranbaxy has since had embarrass- 
ing run-ins with US drug authorities. 
Eventually, Daiichi Sankyo exited 
Ranbaxy."But once the global econ- 
omy starts improving, you will see a 
lot of cross-border deals taking place 
and some of it will be in the arena of 


“Depending on the inclination of the promoters’ children, Indian pharma will 
start seeing changes in ownership models" Kavi. RAMACHANDRAN, PROFESSOR /ISB 


consolidation,” he adds. 

Those in the industry respond 
cautiously. Glenn Saldanha, 
Chairman and Managing Director. 
Glenmark, agrees that consolidation 
in Indian pharma may well be wait- 
ing to happen, but believes the lead- 
ing companies are relatively immune. 
“The pressure is not that great on the 
leading companies. It is much more 
on the small and medium companies 
operating in India, because of the 
competitive landscape." he says. 
"There is enough opportunity for 
leading Indian companies to continue 
to grow and continue to perform.” 

But there is distinct overseas 
interest in the leading Indian 
pharma companies, too. "Japanese 
companies need bigger markets and 
India offers one. Therefore, they are 
keenly looking at India," savs 
Deepak Anand, Director-Research. 
Japan External Trade Organisation. 
"This is despite the somewhat un- 
pleasant experience Daiichi Sankyo 
has had in India." He maintains the 
top 20 Japanese companies such as 


DEEP POCKETS 





Takeda, Astellas, Mitsui and 
Mitsubishi Pharma are all seriously 
looking for opportunities in the 
Indian drug market. “The top 20 
Indian pharma companies could be 
good contenders for takeovers,” he 
adds. “After the recent Compreh- 
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ensive Economic Partnership 
Agreement (CEPA) between India 
and Japan, mergers and acquisitions 
between companies of both coun- 
tries have become easier.” 

Attitudes are also changing. 
Noting that Indian promoters are 
often emotionally involved with their 
businesses and do not want to sell 
even when a good opportunity 
presents itself. ChrysCapital's Kaul 
adds: "There is a thawing on the part 
of promoters. On a scale of one to 10, 
if one represents total opposition to 
selling and 10 amounts to being 
ready to be acquired for the right 
price, | would put most Indian com- 
panies at five or six. Ten years ago. 
they'd have been at two or three.” 

Kavil Ramachandran, who 
leads the Thomas Schmidheiny 
Chair of Family Business and 
Wealth Management at the Indian 
School of Business, Hyderabad, has 
done extensive work on promoter 
families. "A lot of decisions on sell- 
ing the promoter stake will be linked 
to issues of succession." he says. 
"Most leading Indian pharma com- 
pany promoters are still young and 
thus a picture of what the next gen- 
eration will be like has vet to clearly 
emerge. Since pharma is a knowl- 
edge and technology-intensive in- 
dustry, you may see some promoter 
families either exiting or diluting 
their stake depending on the atti- 
tude of the next generation and its 
interest in pharma." He believes 
Indian pharma will in time see dif- 
ferent kinds of family ownership 
where some families would be ac- 
tively involved in the business, 
while others would be passive own- 
ers, only interested in their income 
Irom the company. € 
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Alan R. Mulally 


[See 
myself as 
creator o 
exciting, 
growing 
Dusinesses $ 


t The Boeing 
Company he is still 
cherished as a star 
and for the Ford 
Motor Company, he 
definitely is a saviour. 
Making and selling 
planes and cars are two different 
things but Alan Roger Mulally 
(69) applied what he learnt at 
Boeing to turn around Ford. So 
after leading this giant American 
corporation to success in the span 
of nearly eight years, he is all set to 
leave Ford on June 30. On a fare- 
well visit to the company’s 
Chennai plant, he spoke to 
N Madhavan on leadership, man- 
agement philosophy and the secret 
behind his high motivation levels 
that refuse to ebb away even after a 
45-year-long career. Edited 
excerpts from the interview: 
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AN through your career, you have worked 
in just two companies - Boeing and Ford. 
Is longevity key to your success? 

In my case I found two dreams to 
live. The first one was Boeing. I grad- 
uated as an aeronautical engineer 
and got a chance to work for the fin- 
est atrplane company tn the world. 
The longevity was natural as I got to 
serve in the design team of every new 
airplane. Each one of them changed 


the world whether it is 737 Short. 


Range, 747 Long Range or 777, 
which can fly non-stop half way 
around the world. I spent 37 years 
there but tt was Just exciting. I never 
really thought I will leave Boeing. As 
a matter of fact I wanted to design 
one more plane —the replacement for 
Boeing 737. Then I got a call from Bull 
Ford. I really felt that I was being 
asked to serve a second Amencan 
and global icon. My 45 years in the 
two companies went like a flash. 


When you decided to Join Ford, the pro- 
Jections were that It would Incur a loss 
of ST7 billon, the highest in Its 104-year 
history. Nevertheless you Joined. Why? 

It was indeed a serious time and Ford 
could have run out of money really 
fast. But I always believed in the 
power of talented people working to- 
gether around a compelling vision 
and a comprehensive strategy to 
achleve that viston. I knew even 
though Ford was tn a tough financial 
shape, if we really pull together and 
move decisively we could actually 
reverse the situation and create an 


exciting profitable company, which is 


"If we had not 
borrowed the 
money, we 
would have 
gone out of 
business. The 
most important 
thing is to have 
a point of view, 
befieve in it, 
prove it to your 
team and then 
just do it” 








what we did. I never really had a 
doubt about turning around Ford. 


When you pledged all of Ford’s assets, 
including the blue Oval, to raise $23.5 
bilflon, many saw it as an ‘act of des- 
peration'. in the end you were proved 
right. How should a leader deal with 
criticisms? 

It is true that a lot of people had criti- 
cised the move and many even ques- 
tioned our ability to repay the loan. If 
we had not borrowed the money, we 
would have gradually gone out of 
business. We would not have restruc- 





tured, invested In new products and 
served fast-growing markets. The 
most important thing is to have a 
point of view, belleve in ft, prove it to 
your team and then just do It. 


You are the most sought-after turne- 
round manager. What are the essential 
attributes of such a leader? 

I see myself more as a creator of excit- 
ing, growing successful businesses. 
That really drives me. The most im- 
partant thing is figuring out what we 
have to dedicate our lives to and 
achieve it in the best possibile manner. 
In Ford's case we stuck to Henry 
Ford's original vision of making cars 
avallable to alL For this we had to get 
Ford back on rails. We chose to divest 
brands such as Volvo, Jaguar and 
Land Rover and focus only on Ford 
and Lincoln, commit serving all mar- 
kets around the world with complete 
family of small, medium and large 
cars and trucks, offer best in class 
vehicles — tn terms of quality, fuel ef- 
ficlency, safety and smart design at 
very best value. To achieve this we 
chose to work as one company utilis- 
ing all the available resources 
effectively. 


Your ability to convince the team at Ford 
about your vision Is seen as a key reason 
for success. How did you execute If? 

The vision was born with all of us 
working together. It was not some- 
thing that came to me in the middle 
of a night. I asked everybody at all 
levels of the organisation what they 
thought we should do to revive the 
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company. The fact that we did 
it together, we all owned it. All 
the 1.70.000 employees, all 
our suppliers and dealers 
knew the plan. They knew 
the status and what was 
expected of them. We co- 
created the plan together 

and the more you do that 

the stronger the commit- 

ment is and more deci- 

sive we can be in its 
implementation. Also. 
we put a manage- 
ment system to 
measure the 
progress of the plan 
and identify areas 
that needed spe- 
cial attention. 
Our weekly busi- 
ness perform- 
ance review meet- 
ings (held every Thursday) are 
very comprehensive. 


— 


What leadership lessons did your stint in 
Boeing and Ford teach you? 

The biggest lesson is seeing your role 
more as an honour to serve the con- 
sumers, employees and other stake- 
holders and thereby contributing to 
economic development and a sustain- 
able environment. Also, creating 
profitable and viable business by 
harnessing the power of talented 
people generates a lot of satisfaction 
personally and professionally. A pos- 
itive attitude is critical. It helps you 
look at the world the way it is and 
find a way out of every challenge. 


What is your leadership style? 
Inclusive. Set a vision and demand 
high performance coupled with ac- 
countability, create trust, deal people 
with respect and have loads of fun. 


Your zest belies your age and the fact 


that you have been working for 45 years. 
What's the secret? 
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r -Deconstructing life's lessons: Mulally used a Venn diagram 
« to explain that his day's events, be it work, family or spiritual, 


I swear 

by this partic- 

ular philosophy (not sure 

where I learnt this from). People 


b tend to break up their lives into 


work life, family life, spiritual 
life and personal life. I get lot of 
energy from the fact that I lead 
one integrated life. I like being a 
father, a spouse, looking up to 
things larger than you spiritu- 
ally and every once in a while 
love being me. Key for me is to 
have all these things that are 
important to me integrated into 
my daily life. This | do by looking 
at my schedule every morning and 
every night to ensure that everything 
that is important is included. I never 
separate these out. I don't decide that 
I will have family life next year on this 
day or read a book next weekend as 
part of my personal life. | am married 
for 44 years and have five children. 
We have a family meeting every 
Sunday morning to decide on the 
calendar. Who has to go to a soccer 








are not mutually exclusive 


game, ballet and 

so on. The kids 
look at the calen- 
dar to tell me if they 
want a bit more of 
me. It's an integrated 
life. If something is 
missing in a day, I put 


it back. 


You have said that many 
times the excitement of the 
next day's business perform- 
ance review meeting has pre- 
vented you from sleeping. How 
do you manage this level of 
motivation after so many years 
at work? 

I love reviewing performance 
and watching our dream take 
shape, talking to colleagues 
across the world and looking at 
colour codes, Mark Fields [CEO 
designate] called me early in the 
first week of this month from 
Europe where he was reviewing the 
operations asking me if I could lead 
the business performance review 
meeting. He had looked up at the 
calendar and realised that it will the 
last Thursday I will be at Dearborn 
before retirement. A year and a half 
ago he was made the COO and I 
moved aside to let him lead the meet- 
ing. I grabbed the opportunity to lead 

the meeting again (smiles). 


Do you still have the same appetite to 
take up challenges? 

I don't feel any different from how 1 
felt when I participated in my first 
airplane programme at Boeing or the 
day I started work at Ford. I see my 


+> work as service and I love it. To 


serve is to live. 


Any regrets? 
No. We did everything to create a vi- 
able, exciting and profitable Ford. € 
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Particulars 


. Income from operations 
(a) Net Sales/income from operations 
(net of excise duty) 
(b) Other operating income 
Total Income from operations (net) 


(a) Consumption of raw materials 
(b) Consumption of Stores & spares 
(c) Changes in inventories of finished 
goos and work-in-progress 
(d) Employee Benefit Expense 
(e) Royalty & Cess 
(I) Selling Exps incl. Freight out 
(g) Depreciation and Amortsation 
(h) Other Expenses 
Total Expenses 
Profit from operations before Other income 
finance cost & exceptional items (1-2) 
Other income 
Profit from ordinary activites before 
finance costs and exceptional items (3 +4) 
Finance cost 
7. Profit from ordinary activities after finance 
costs but before exceptional items (5-6) 
Exceptional items 
. Profit trom ordinary activities before 
Tax (7-8) 
10. Tax expense 
11. Net Profit from ordinary activities after 
tax (9-10) 
12. Extraordinary items (net of tax expense) 
13. Net Profit for the period (11-12): 
14. Share of loss of Associates 
15. Minority interest 
16. Net Profit/(Loss) after taxes, minority interest 
and share of profit/loss of associates (13-14-15) 
17. Paid-up Equity Share Capita’ 
Face value per share 
18. Reserves excluding revaluation reserves 
19. i & ii EPS for the period (Rs) - Basic and 
diluted before and after extraordinary tems 


Lo] 


PART : il 


Particulars 






A. PARTICULARS OF SHAREHOLDING 
1. Public share holding 
- Number of Shares 
- Percentage of shareholding 
Promoters and Promoter group shareholding 
a) Pledged/Encumbered 
- Number of Shares 
- Percentage of shares (as a % of the total 
shareholding of promoter and promoter group) 
- Percentage of shares (as a % of the total 
share capital of the company) 
b) Non Encumbered 
- Number of Shares 
- Percentage of shares (as a % of the total 
shareholding of promoter and promoter group) 
- Percentage of shares (as a * of the total 
share capital of the company) 
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Pending at the beginning of the quarter 
Received during the quarter 

Disposed off during the quarter 
Remaining unresolved at the end of the quarter 
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1. Segment Revenue 
nei sale/income from each segment) 
a) Iron Ore 
b) Other Minerals & Services 
Total 
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ith the 150-vear- 
old bespoke shoe 
maker John Lobb 
launching its ‘By 
Request’ service in 





the country in June, Indians can now 
be part of a clientele that includes 
aristocrats and opera stars. The com- 
pany, acquired by the Hermes Group 
in 1976, will sell shoes in India at 
<7 0,000 to 16 lakh — in line with its 
global prices — through the request 
service, which lets customers choose 
from over 150 designs and personal- 
ise their purchase by selecting the 
leather, colour, width and sole. 
Through its partnership with 
Mumbai-based retail company 
Regalia Luxury Retail, John Lobb 
will introduce its brand and services 
to Indian customers. It plans to open 
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an exclusive store in the country 
later. London-based Thomas 
Collette, Commercial Director 
(Europe, Middle East and India), 
John Lobb Bootmaker, says India is 
“a fantastic opportunity” for his 
company. He says this is the first 
time such an exclusive shoe brand is 
entering the Indian market. “Price 
consistency is key for JL. as we do not 
want to create divisions between our 
markets,” he says. 

The footwear retail business in 
India is bustling with activity. 
International brands. including 
Pavers England, Clarks. Crocs, 
Skechers, Aldo and Charles & Keith, 
are expanding in India, while home- 
grown Liberty Shoes and Reliance 
Footprint are innovating to stay 
ahead. Tata International, the Noe! 





MEHR 





Video interview of Vivek Gaur 


www.businesstoday.in 


Tata-led company, is venturin; 
a branding and distribution mode! 
for footwear. 

In 2013, US shoe brand Cr 
sold more than 54 million pai 
worldwide. That number is expect 
to increase in 2014. While organ 
ised retail reaches only 5.000 DOSI 
codes, e-commerce companies rea 
25,000. To reach out to smaller : 
ies, Crocs is launching a virtual st 
in association with Jabong.com, and 
building a retail distribution partn: 
ship with Amazon.com. It has roped 
in Bollywood starlet Yami Goutan 
Lo promote Its brand. The make 
the iconic clog has expanded i 
product portfolio bv introducing 
beach. office and casual produ 
lines. Revenue from clogs is now li 
than 30 per cent of what it earn 
from its fashion line. 

Nissan Joseph, General Manage! 
Crocs India, says: "Crocs grew 
per cent in the Indian market in ! 
last two vears, though it 
launched way back in 2002. What 
did not work for the company wa 
India line of shoes because India! 
wanted the global style.” Its sho 


are priced between 11.4! 


¢ Indian fee 
size ° 
and t7. Yl 
According LO industry in sidet 
f the pasi 12 months, Crocs In 
turnover has crossed 7100 crot 
Joseph savs India will be on 
the top 10 countries for Crocs soon 


It continually runs digital i 
paigns in the country. and h: 
mobile app called Crocs Mix 
Match. In three vears. Joseph d 
Crocs will more than double it: 


clusive brand outlets (EBOs) tron 
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now to 80. It will a 


General Manager 
ssan Yas@ph says Crocs 
grew 2ZDOP^ in two years multi-brand outlets (MBOs) suc! 


presence from the current 
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Foot soldiers: Liberty Shoes CEO Adesh Gupta (left) and Director (Retail) Anupam Bansal are ready for battle 


Lifestyle, Shoppers Stop and Reliance 
Footprint. 

Footwear marketers cannot ig- 
nore the fact that customers have 
access to information about recently 
launched designs globally. Like 
Crocs, British shoe maker and re- 
tailer Clarks launches its global line 
simultaneously in India. It has sold 


400,000 pairs in two and a half 


years of operation in India. It cur- 
rently has 50 EBOs. Women custom- 
ers account for two-thirds of the 
shoes it sells. 

Clarks has a city-wise 
strategy. For instance, in 
Mumbai, Delhi and 
Bangalore, its women's shoes 
sell the most. Its bestsellers 
are multi-coloured sandals. 
Competitors now emulate its 
USP of half-sizes. 

S. Ramprasad, CEO of Clarks 
Future Footwear, a joint venture 
between Clarks and the Future 
Group, says customers like the con- 
temporary designs of his company’s 
products. "It's not extravagant or 
loud, and we have extra-wide shoes 
that fit men well." he says. "Theme- 
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based product displavs help us sell 
more at the Clarks stores." 

He adds that Clarks has 500 
stores in the UK, which has a fraction 
of India's population. It takes time to 
build that big a retail exposure. 
Trainers from the UK come to brief 
Indian floor staff every quarter on 
new season launches and on what 
customers like. Clarks relies on the 
Future Group's expertise on the 
Indian market to 


identify the best 
locations for new stores. 

Bata India's footwear collection 
has evolved over the vears. Rajeev 
Gopalakrishnan, Group Managing 
Director, Emerging Markets, Bata 
India Ltd, said at his company's 81st 
annual meeting recently: "Bata's 
turnover has doubled from 11.000 
crore in 2008 to 32,000 crore this 





year [2014]. It's growing at a CAGR 
of approximately 15 per cent. The 
large-scale expansion and renova- 
tion of stores, addition of accessories 
like bags. sunglasses. belts to our 
product portfolio, focus on improv- 
ing customer service, addition of 
new value-oriented products, con- 
solidation of manufacturing proc- 
esses, and focus on the non-retail 
sales division, all together has yet 
again enabled our company to 
reach milestones in 201 3.” 
E-commerce companies, 
such as Myntra and Yepme, are 
pushing sales of private labels. 
Yepme. which sells only private 
labels, expects to earn 50 per 
cent of its revenue from foot- 
wear this year. It has doubled this 
year's advertising budget from 326 
crore in 2013 to 144.5 crore this 
year, and roped in Bollywood actor 
Farhan Akhtar for a television com- 
mercial. Prices of women's shoes 
range from 1149 to 1899. Yepme 
sources footwear from Agra, Delhi, 
Kolkata, Mumbai and Himachal 
Pradesh. It designs and sells it 
through its private label. Co-founder 





and CEO Vivek Gaur says: “In case of 
MNCs, there's hardly any opportu- 
nity to scale up. because of the high 
cost structure. Also, online has a 
future, as the brick-and-mortar 
model will always have the disad- 
vantage of occupancy." He adds that 
online customers choose from a 
larger variety. "We sell 5.000 men's 
pairs and 2,000 women's pairs a 
day.” he says. 

Like their global counterparts in 
India's ¥25,000-crore footwear busi- 
ness, home-grown players are ag- 
gressively expanding to increase the 
share in the organised market from 
just 15 per cent at present. 

Almost 60 per cent of Liberty 
Shoes's revenues (1500 crore in 
2013/14) come from the domestic 
market. Since 2010, the company 
has reworked its product portfolio 
and has adopted a high-fashion, low- 
inventory strategy. It has a share of 
around 25 to 30 per cent in the or- 
ganised footwear market. It sells 
50.000 pairs daily. and adds 50 
stores every year. 

It has introduced features such 
as Nature's Spell to make its stores 
more appealing to customers. 
Nature's Spell is a fragrance that 
counters the smell of leather 
products that typically pervades 
stores. Liberty CEO Adesh Gupta 
says: "Fragrances can transform 
emotions and heal bodies. They also 
elevate the state of mind. and 
influence emotions and behaviour. 
The fragrance of Nature's Spell has 
been marvellously crafted, with the 
scent of delicate white tea mingled 
with spicy ginger and fruit." He adds 
that the response from customers 
has been overwhelming. 

Another home-grown player. 
Reliance Footprint, which belongs to 
Reliance Retail, is aiming for a lead- 
ership position. Started in November 
2007, the venture reaches custom- 
ers through more than 165 MBOs 
and 174 EBOs, and plans to add 50 
stores each year. It sells more than 
60 brands, and has private labels 
(Mancini, Toska, Monza) for men's. 










Sizing Up 
(he Business 





women's and children's shoes, 
beachwear, and sportswear. It sells 
15 to 20 per cent below the price 
band of the branded footwear. and 
sells in the northeast. CEO 
Gopalakrishnan Shankar says: “Our 
products are relevant to people who 
can afford a good shoe and are will- 
ing to move up the value chain. We 
will grow 40 per cent to 50 per cent 
every year. We will start the payless 
format, a western format, from 
August to have a value-fashion po- 





Video interview of Adesh Gupta and Anupam Bansal at 
www.businesstoday.in/liberty-guptabansal - 


sitioning in India." 

Many Indian companies in the 
business have aggressive plans in 
place. The %10,000-crore Tata 
International's leather products 
contribute about 10 per cent to the 
company’s revenue. The turnover of 
the footwear business is about 1680 
crore this year. Over the next three 
years, the company aims for 11,500 
crore over the current business 
model, the majority of which is the 
made-to-order business. It currently 
produces 5.5 million pairs of shoes a 
year and wants to increase that to 
10 million in three years. 

About 85 per cent of the Indian 
footwear market is dominated by the 
unorganised sector. Liberty's Gupta 
says: “Today customers are more 
brand-conscious, hence... the 
growth of the organised sector is 
likely to be 27 per cent a year. With 
MNCs coming into the Indian mar- 
ket, we see a change in customers 
perceptions. They will have more 
choice." He adds that his group aims 
to cater to all classes of people. 

Anupam Bansal. Executive 
Director at Liberty, says his company 
plans to take on the competition by 
expanding its retail reach through 
company-owned and -operated out- 
lets, as well as franchise stores. "We 
plan to bring in a big change in mer- 
chandising, to make our products 
more fashionable, vouthful. colour- 
ful, affordable and comfortable, be- 
cause Indian consumers are price- 
conscious." 

He says it will not be easy for in- 
ternational brands to increase mar- 
ket share, because they would have 
to spend a lot on brand-building and 
reach. “MNCs today have little or a 
negligible market share in India, as 
they do not have a national foot- 
print. With 1.3 billion people in 
India, where Liberty sold 11.5 mil- 
lion pairs in 201 3/14, we still have 
huge scope for the penetration of 
Liberty-branded footwear through 
distribution.” 


@Mishra_Arunima 
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FT E-shopping 


^ disi Many office 





hat technology is redefining not just what we do but also how 
we do it has become a worn-out cliché and an everyday refrain. 
Nevertheless, it is a fact of modern life that these changes are 
far-reaching so much that words such as ‘office’ and ‘work’ are 
getting redefined in context and meaning. 





(hanks to the seamless access to online information, the 1 
3 corporate workplace is no longer just a social space or a loca- 
UAM UD 25 tion where people work for a stipulated time. The surge in on- 
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line sales shows that people are shop- 
ping even from their offices. This 
change in work culture may have 
eased the daily lives of employees but 
the human resources departments of 
most corporate offices are still ponder- 
ing if this trend is a drain on produc- 
tivity and if so how to contain it. 

At the office of a Delhi-based so- 
cial media agency, Ayesha Mahanti, 
26, browses on her smartphone 
amidst her work as the lead of con- 
tent and innovation. She shops only 
when she is free and her employer 


line shopping. f C 


Mahanti says she does not bu 
online frequently but visits e-com- ' 
merce sites regularly. "Unless I fi nd 
something that I need, I only brows 
I take about 10 to 20 minutes t 
complete an online transaction. At^ 
times, discount coupons are a bonus. 
But in my experience the kind of stuff 
I buy online, I do manage to get good 
deals," she says. Mahanti even takes 
delivery of goods she buys at office. "1 
prefer cash on delivery model of shop- 
ping and use debit/credit card option 
when gifting someone.” she says. 

With people using quick breaks at 
the workplace to shop online. e-com- 
merce sites such as Amazon, Myntra, 
eBay. Lenskart, Mydala. Yepme and 
Flipkart witness the most online traf- 
fic between noon and 4 pm on work- 
ing days. 

Some companies like Infosys have 
already monetised this trend and 
started a multi-partner emplovee 
discount programme called 
InfyGold+. Registered Infy employees 
can avail discounts on retail buys. 
hotels, travels and electronics items 
to name a few. An exclusive page for 
Infy employees is hosted on the ven- 
dor site and can be accessed through 
the company's intranet. From the 
page, employees can download cou- 
pons and use them to shop online. 

According to Richard Lobo, Head 
of Employee Relations, Infosys, 
InfyGold+ has been well-received by 
employees. “They can avail these 
unique offers by downloading cou- 











E-commerce portals are 
busiest between noon and 
4 pm on working days 


Infosys has reconciled with 
online shopping. InfyGold+ 
enables company employees 
to get discounts on retail 
buys, hotels and travel 





Capgemini India 
allows employees to use their 
personal devices but not its 
server to do online shopping 


pons online using their smartphones, 
tablets or laptops. We don't see any 
impact on work productivity as a re- 
sult of this programme." he savs. 
According to a financial services 
team member of Infosys. Nikhil Jose 
K.. the InfyGold+ has a wide range of 
offers in different categories across 


various cities. "The intuitive lavout of 
the site helps in selecting the relevant 
offers. The offers are competitively 
priced,” he says. A 26-vear-old mem- 
ber of the manufacturing team, 
Anushree Yadav says shopping was 
never so much fun. "With InfyGold+. 
we now have access to many cou- 
pons, discounts and offers.” 

But not all IT firms have given the 
thumbs up to online shopping at the 
workplace. French IT firm Capgemini 
is a case in point. Like many other 
corporate houses, it has blocked ac- 
cess to all e-commerce websites. "We 
provide internet access to all employ- 
ees to assist them in performing their 
job and it is governed by the 
Acceptable IT Usage Policy," savs 
Rajesh Padmanabhan. Corporate 
Vice-President and Chief HR Officer. 
Capgemini India. 

However, employees are free to 
use their personal devices for online 
shopping. “However, they are ad- 
vised not to spend too much time on 
online shopping during office hours." 
says Padmanabhan. 

HR experts aver that this trend is 
set to reshape the workplace and 
therefore a policy is a must. Ronesh 
Puri. Managing Director of Executive 
Access, a leading Asian executive 
search firm. says this employee be- 
haviour is infectious and can take the 
focus away from work. "Initially or- 
ganisations allowed it. Now for the 
last six to 12 months, some services 
and FMCG firms have blocked it. The 
best performers were not performing 
well. The reason was that they were 
spending too much time on e-com- 
merce sites. The number of organisa- 
tions blocking such sites will only 
increase in future," he savs. 

Unlike large corporate houses. 
start-ups offer more personal free- 
dom, as many of them don't have a 
stated policv on e-shopping. 
Apparently diflerent employees have 
diferent ways of meeting deadlines. 
and shopping online during work 
hours does not seem to impact pro- 
ductivity. "We believe in an open 
work culture. As long as employees 
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PA E-shopping 


meet their deadlines, they can use the 
break time to shop online, talk over 
the phone or do whatever they want 
to,” says Advitiya Sharma, Co- 
founder of Housing.com. 

Avinash Sethi, Chief Marketing 
Officer at Sapience Analytics. a soft- 
ware start-up that develops work- 
force management soltware agrees. 
"Different companies have different 
policies. Large ones focus on disci- 
pline, increased work hours and ban 
social media sites. But it doesn't work 
that way in today's world," he says. 

At many workplaces, e-com- 
merce sites are blocked due to client 
servicing but employees are free to 
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“As long as employees | | 
meet their deadlines, © to use their personal 

they can use the break § — devices for online 
time to shop online, = shopping. But they are 


"Employees are free 


use their personal devices to shop. 

According to Anisha Singh. 
Founder and CEO of Mydala.com, a 
best deals site, her team observes a 
spike in site visits during office hours. 
“Because mobile is where we get the 
majority of our traffic from, we find 
that there are a large number of visi- 
tors from 11 am to 5 pm and then 
from 8 pm to 9 pm,” she says. 

And so the challenge for HR lies in 
how to deal with employees at work 
using their smartphones to shop. 
“There is no real policy and compa- 
nies cannot control the transactions 
carried out from an employee's 
smartphone. The only exceptions are 
the back offices of some credit card 
companies which don't allow smart- 
phones on work premises," says 
Vidur Gupta, Director of Spectrum 
Talent Management, an executive 
search firm. He says some companies 
have also installed firewalls to block 
access to shopping sites while some 
others allow employees to browse 





talk over the phone =| | advised not to spend 


or do whatever 
they want to" 


ADVITIYA SHARMA, 
Co-founder, Housing.com 


*o*------m- eee ee ee ee eee eee eee ee eer rr re 


only in the cafeteria. 

Mydala.com itself does not stop its 
employees from online shopping. 
“While there are no set guidelines, we 
do encourage our employees to bal- 
ance their work hours. Our employee 
code of conduct has defined the com- 
pany's expectations from its employ- 
ees. As long as these are met, we let 
them work hard and play hard,” says 
Nidhija Jain, Senior Vice-President. 
HR and Alliances, Mydala.com. 

He says that in large companies 
employee engagement is low. "It is 
futile to ban certain websites. Of the 
mandatory nine hours a day, an 

employee on an average puts in 

5.5 hours a day. In smaller firms, 

itis 6.5 hours a day. Performers 

perform in any case," says 
Sethi. 

Organisational behav- 
iour experts say this trend 
among employees shopping 

online while at work is their 
way of adjusting to fast-paced 
urban life. Some maintain the 
opportunity to shop online 


too much time on it 
during office hours" 


RAJESH PADMANABHAN, 
Corporate Vice President & 
Chief Human Resources Officer, 
Capgemini India 


compensates for late working hours 
and brings better work-life balance. 
According to Ajay Kumar Jain, 
Associate Professor of Organisational 
Behaviour at the Management 
Development Institute, Gurgaon, 
online shopping cannot be avoided as 
most families have working couples. 
“It is easy to manage the household 
which in turn makes an employee 
productive,” says Jain. 

However, Leena Chatterjee, 
Professor of Behaviourial Science at 
IIM Calcutta, says anything that dis- 
tracts people from work would affect 
the workplace ecosystem. 
“Employees should be allowed to 
shop online during their personal 
time, but there has to be a clear dis- 
tinction of time management re- 
quired for a job." says Chatterjee. 

While opinions differ on what 
needs to be taken so that employee 
productivity remains unaffected. 
there is no denying the fact this trend 
of e-shopping is here to stay. ® 


@Mishra_Arunima 
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BRING YOURE 
INTO THE SPOTLIGHT 


Yes, the No.1 B-school Survey by 
India’s No.1 Business Magazine is 
back! Make your institute stand out 
from the crowd with India's most 
respected, most trusted, most 
comprehensive business school 
survey— the Business Today 
B-School Survey 2014! 


Send your nominations to: 
bestbschools(alintoday.co 
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CREATIVITY 


EXECUTIVE SUMMARY 


Constant innovation has been the byword for Nike's success. This case study analyses 
the ever-evolving marketing strategies adopted by Nike to become a global brand. 


By MICHELLE SANUSI, ALEXANDER LAZAREV, JESPER MILLING JORGENSEN, 
VASYL LATSANYCH and TAIMURAZ BADTIEV 


ounded in January 1964 as 

Blue Ribbon Sports (BRS) by 

University of Oregon track 

athlete Philip Knight and 

his coach Bill Bowerman, 

the company was initially a 
distributor for the Japanese shoe- 
maker Onitsuka Co and their brand 
Tiger. In 1966, it opened the first 
BRS retail store.in Santa Monica, 
California. 

In those days; Bowerman would 
often rip apart the Tiger brand shoes 
to see how he could make them 
lighter and better. He used to take 
help from university runners to test 
his creations and collect their feed- 
back. 

By 1971, though BRS revenue 
had touched $1 million, the business 
relationship with Onitsuka was 
turning sour. So, they moved on 
Irom being distributors of athletic 
footwear to designers and manufac- 


turers of athletic footwear and took 
full control over their value chain. 

In 1973, they called their brand 
Nike after the Greek goddess of vic- 
tory. A design student Carolyn 
Davidson created the famous 
'swoosh' logo for $35. Today, the 
estimated market value of Nike is 
about $10.7 billion. 

In 1973, BRS signed its first en- 
dorsement pact with Ilie Nastase, a 
professional athlete and ATP tennis 
star. Endorsements have ever since 
been an essential part of the market- 
ing growth of Nike. 


The Innovation Curve 

The company's innovation debut 
was in 1979 when it introduced air 
cushioning technologv. The shoes 
featured gas-filled plastic mem- 
branes that could be inserted into 
the sole for comfort during running. 
Invented in the mid 1970s by a 


NASA engineer, it kept up the reve- 
nue of Nike for long. But in mid 
1980s the revenue started dipping 
mainly because the management did 
not take note of the aerobics boom. 
Nike's competitors had by then de- 
veloped their business in this seg- 
ment. 

In a bid to regain its edge, Nike, 
in 1987, launched a new product 
called Air Max. The shoes had two 
interdependent bags with com- 
pressed air inside. This helped in 
absorbing shocks during. running 
and jumping. The bags can be seen 
by the athletes (users) through a 
‘special window’ in the heel or toe 
shoe. Nike also customised the prod- 
uct to suit individual needs bv insert- 
ing bags of different size depending 
on the height and pressure exerted 
by users, This made it easy for a per- 
son involved in a particular sport to 
choose his/her shoes. 
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Shoes + Technology 
In due course, even the hi-tech Air 
Max technology was found to be 
inadequate to entice customers. And 
it was time for something that would 
differentiate Nike in the long run. It 
had to be at once very distant from 
the core business and also very ap- 
pealing. The focus was on digital 
gadgets. It had less to do with shoes 
and more to do with athletes. Nike's 
sales philosophy — if you have a 
body, you are an athlete — had en- 








Sports Kit, in the US market. It was a 
tool to measure the distance and 
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NIKE’S MOVE TOWARDS SOCIAL MEDIA 
MAY BE POTENTIALLY DANGEROUS 





Ni success lies in its ability to keep the brand modern and 
relevant in an ever-changing marketplace. It also remains 
consistent with its original brand identity. The ‘Just Do It’ ta- 
gline epitomises the lonely, rebel runner who aggressively 
strives to overcome his/her physical and psychological limits. 
The brand identity, therefore, is in sync with the ideas of individ- 
ualism, aggressiveness, performance and empowerment. This 
helps Nike differentiate itself from its competitors. While 
Adidas's identity is built on team activities and community 
achievement, Reebok focuses on fashion and street credibility. 

Nike's latest hi-tech innovations such as Nike + FuelBand fo- 
cuses on individuality as it helps users track and improve their 
athletic performances. But the move towards social media is po- 
tentially dangerous as the idea of sharing information and be- 
longing to a virtual community may be at odds with the indi- 
vidualism and rebelliousness of the Nike brand. 

Of course Nike cannot ignore the social media but it needs to 
embrace it in a way that does not impact its brand positioning. 
The stress on using social media as a platform in which individ- 
ual achievements are celebrated seems to be the right way to go. 
The Nike consumer remains a self-focused warrior but one that 
is less isolated in his/her struggles thanks to Nike technology. 

Nike's brand management, therefore, is based on continuous 
revitalisation through gradual delivery changes in the brand's 
positioning. This approach is less risky than the intermittent re- 


positioning efforts of other brands (for example Burberry Group). 


Continuous revitalisation needs constant investment in con- 
sumer research with focus on development of brand image and 
the extent to which brand perception aligns with brand identity. 

The usp of Nike is not its ability to effectively innovate but in 
its understanding of how innovation can be used to reinforce its 
original associations. 


"Nike's success 
lies in its ability to 
understand how 
innovation can be 
used to reinforce 


brand identity" 


SIMONA BOTTI 
Associate Professor of Marketing, 
London Business School 
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technologically advanced portable 
device that could do all the tech 
work brilliantly. What was it that 
Nike did for the partnership: It 
brought the idea and developed it 
into a business. The company was 
actually selling just a small elec- 
tronic chip that had to be inserted in 
the shoe (preferably a special one. 
but even a regular shoe would do) 
and a wireless connection device 
that had to be plugged to an iPod. 
All the rest (calculation, storage. 
integration) was done by the iPod. 
But it was Nike's product. It paved 
the way to a truly innovative future 
of the company. 
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An upgraded product, Nike + 
Sportband Kit, was released in April 
2008. It no longer needed an iPod 
and could be connected to the com- 
puter directly to download the re- 
sults. All the next products were an 
enhancement of this concept. The 
chip in the shoes was integrated 
with the iPhone, enhancing the pos- 
sibility to view, manage and share 
the tracking results through iTunes. 
A Nike + Sportwatch was also intro- 
duced in combination with the chip. 

In September 2010, Nike intro- 
duced a running app to be used in 
the latest iPhones. The app used the 
phone's accelerometer and so there 
was no need of a chip in the shoe. 

Going miles ahead of its com- 
petitors with a user community of 
more than six million people. Nike 
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lm is the art of mak- 
ing hard things easy and 
creating viable business offer- 
ings. Innovation has become 
vital for survival, making it 
imperative for businesses to 
rethink strategies, become 
more nimble and adaptive, not 
just in product development, 
but also in building effective 
business models, processes 
and customer experiences. 
Nike puts innovation at 
the heart of all its efforts. To 
run ahead of the competition, 


Nike took a unique approach 


for its shoe manufacturing 
process and occupied the 
mind space as a maker of ath- 
letic shoes. It not only devel- 
oped new products that cre- 
ated and defined categories 
but also developed new busi- 
ness models aimed at 
enhanced performance. 

Nike has smoothly over- 
come local and global chal- 
lenges varying from sustaina- 
ble evolution of existing prod- 
ucts and markets to create 
new products, thereby ex- 
panding its outreach. 





“Nike took a unique approach for its shoe manufacturing process 
and occupied the mind space as a maker of athletic shoe” 


SUNIL CHANDIRAMANI, Partner & Leader, Advisory Services, EY 


products were not just dressing up 
the athletes but also coaching the 
masses who wanted to be like ath- 
letes. Products like Nike + iPod for 
gym goers and Polar WearLink+ 
targeted specific needs of users. 

The users of Nike+ can not only 
store and review their results in 
their computers or devices but also 
analyse and share them within the 
community. The whole evolution 
process has managed to change the 
concept of what a regular apparel 
seller is. Through apps, Nike has 
come closer to its customers and can 
study them and communicate with 
them conveniently. In contrast, a 
regular apparel seller even after 
spending huge amounts on advertis- 
ing can only expect to meet a cus- 
tomer in the store when the cus- 
tomer has already made a decision 
to go and shop there. 
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Thanks to its technology leap. 
Nike, it is said, was able to cut down 
on advertising expenses by 40 per 
cent without compromising on effi- 
ciency and results. The latest Nike 
products released in end-2012 in- 
clude Nike + Baseball and Nike + 
Training Shoes. Yes. it is back to 
shoes but with lots of electronics, 
including Nike Chip Skis. 

Nike's tech growth was also ac- 
companied by social media initia- 
tives. In 2008, Nike created a 
Facebook account. Today, each 
Nike sub-brand has its own 
Facebook page, which runs product 
specific promotions and features 
events in a particular sporting activ- 
itv. It also provides information on 
the latest game of endorsed athletes. 
For example, a Facebook user who 
wants to know more about the 
latest basketball shoes or 






game can turn to Nike Basketball 
Facebook page. 

Nike pairing up with Apple Inc. 
another company known for its in- 
novative products, was a way to 
bring into its fold the Facebook fans 
of the company. This helped the 
company to increase brand aware- 
ness and also reach out to custom- 
ers who were still in two minds 
about choosing their brands. 

The tie-up with Apple was 
Nike's realisation that most runners 
will use iPods or iPhones to listen to 
music while jogging. So now 
iPhones and iPods come pre-in- 
stalled with Nike+ app. With this, 
iPhone/iPod users can map out 

their running route 

and later share it 
with their 
Facebook friends. 
One of the 





company's latest products is Nike 
FuelBand, a wristband that calcu- 
lates the amount of energy spent 
during a day. The band tracks the 
wrist movement, predicts the activ- 
ity performed and the approximate 
amount of calories burned. 

However, the number of calories 
spent is not a robust index of energy 
used because 100 calories burned by 
a person who weighs 100 kg is not 
the same as the same amount of 
energy burned by a person who 
weighs 50 kg. So, to create a plat- 
form where a group of people can 
compare their energy spent, Nike 
created a new index called Nike Fuel. 

This index was actually intro- 
duced in the era of Nike+ app but it 
was not actively promoted until 
Nike FuelBand was launched. 
Compared to other specialised play- 
ers like Jawbone's UP and Fitbit Flex, 
FuelBand is rather primitive. But its 
biggest selling point is the Nike + 
Fuelband Community on Facebook. 
The page on Facebook does not say 
much about the FuelBand. Instead 
it uses the social media site to moti- 
vate its users to get fit. 

On this page. every week Nike 





BEST OF THE LOT 





sets a new challenge for its follow- 
ers. And it is here that Nike Fuel 
comes into play. Users can compare 
the Nike Fuel accumulated and 
comment on the challenge, moti- 
vate each other, share their difficul- 
ties and get suggestions on how to 
improve the general level of fitness. 





Conclusion 

Nike has been creative since the 
start. It has been pushing the tech- 
nological boundaries of innovation 
to offer its customers new products 
and also differentiate itself from its 
competitors. Somewhere in its evo- 
lution, Nike also realised the impor- 
tance of hi-tech gadgets in day-to- 
day lives. So it started to combine 


K.R.R. Rajendran, Student, Indian Institute of Management, Kozhikode 





quired and of course gives the first-mover advantage. 


new products with hi-tech solutions 
to give unconventional capabilities 
to a customer of sportswear. 

Nike was also quick to seize the 
opportunity offered by social media 
to engage with a wider customer 
base so much so that it is now able to 
link its new hi-tech gadgets to social 
media platforms. The power of such 
customer contact is phenomenal as 
it gives greater visibility in a single 
click. generates interactions among 
customers and gives the company 
an opportunity to collect info about 
customers' choices and preferences. 
It also gives endless chances for cus- 
tomer segmentation and product 
differentiation, the pillars 
of any marketing strategy. e 


(This case study is from the 

Aditya Birla India Centre of 

London Business School) 

What can we learn from Nike's 

branding strateqy? Post your 
comments at www.businesstoda\ 

in/casestudy-nike. The best response 

will win a copy of Marketing As 

Strategy by Nirmalya Kumar. 

Previous case studies are at 


www.businesstodav.in/casestud 


BT receives many responses to its case studies. Below is the 
best one on Gillette (April 13, 2014) 


illette was adept in creating a new business segment in one of 

the fastest-growing economies. The product Gillette Guard 

carved out a new segment by giving better shaving quality to 
customers who had certain economic constraints. 
Starsports.com too did something similar when it launched a new 
service to telecast live the IPL matches to smartphone users who 
could not watch the match on TV. Starsports.com understood the 
importance of live matches for the cricket-loving country. The pro- 
motional advertisements seem to be effective and 
promote its use by smartphone users. Improved 
connectivity, low price of data plans and higher 
public aspiration to use such technology implies 
that Starsports.com has clearly set a platform for 
new IPL match viewers. With growing competition and customer expectations, exploring ways to create 
a new market would always be a good alternative. This gives the flexibility to design the market as re- 











Rajendran wins a copy of the book Marketing As Strategy by Nirmalya Kumar 
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FAST FORWARD 


Auto ancillary companies have been doing well of late. How will their stocks 
perform in the near future? By RAHUL OBEROI 





hares of auto parts makers are on a roll. They 
have risen 24 per cent on an average between 
January and April this year. This is welcome 
relief after a torrid 2013, when they had fallen 
six per cent due to poor demand for automobiles 
because of the economic slowdown. 

For instance, this year til! April-end, JBM Auto and 
Amtek Auto shares rose 132 per cent to 1155.64 and 
1173, respectively. These were followed by Igarashi 
Motors India (up 108 per cent to 7170.5), JMT Auto (up 
82 per cent to 7265.80), Sundaram-Clayton (up 78.5 per 
cent to 1714.25) and Rane (Madras) Limited (up 68.19 
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per cent to 7218.65). 

"The downturn in the Indian auto industry led to fall 
in capacity utilisation in 2013. The slowdown in Europe 
and the US in the first half of the vear also hit the top-line 
growth of auto ancillary companies,” says Surjit Arora, 
research analyst, auto, Prabhudas Lilladher. 

l'he valuations look reasonable at this stage. Out of 
80 auto ancillary stocks, the price-to-earnings (PE) ratios 
of 63 are lower than the figure of 21.36 for the industry 
as a whole. 

[he PE ratio shows the price paid for a stock relative to 
earnings per share. It is used to value companies. 


Experts are bullish on the sector for 
2014/15. “The outlook is bright. An uptick 
in the domestic auto industry, besides a 
pick-up in replacement demand, will give 
a fillip to the auto ancillary industry." 
says Silky Jain, research analyst, Nirmal 
Bang Securities. 

Prayesh Jain, Vice President, research, 
India Infoline, echoes Silky Jain. “The trend 
is expected to get stronger over the next one 
year as political stability emerges and global 
markets continue to recover from the finan- 
cial crisis. Domestic revenues, too, will pick 
up from the second half of 2014/15." 

“Factors to be considered while investing 
in auto ancillary companies are which seg- 
ment they service and its growth prospects. 
A diversified customer base and wide geo- 
graphical presence are preferable, too. One 
must also look at the management's record 
and the company’s valuation,” says Jain of 
India Infoline. 

Yaresh Kothari, analyst, automobile, 
Angel Broking, says: “The economic cycle 
is an important factor. One should invest at 
the start of an upswing in the economy 
and prefer companies that have a techno- 
logical edge. good brands with pricing 
power, strong relationships with original 
equipment manufacturers and a diversified 
business model.” 


Stocks You Can Bet on 
Motherson Sumi Systems: It is among the 
largest auto ancillary companies in India. 
It is part of one of the most diversified 
groups in the Indian automotive industry 
with a growing global presence. Its market 
capitalisation was 122.361 crore on April 
30, around 110,600 crore less than that of 
Bosch. the market leader. 

Motherson makes wiring harnesses and 
mirrors for passenger cars. It also supplies 
plastic components and modules to the au- 
tomotive industry. 

The company reported a net profit of 


1353.76 crore for the quarter ended December 201 3. up 
260 per cent from 198.2 3 crore in the corresponding 
quarter a year ago. The stock had risen 38.89 per cent to 


1253 till April 30. 2014 


V.K. Vijayakumar, investment strategist, Geojit BNP 
Paribas Financial Services, says Motherson, with a high 
PE of 35, is richly valued. However, he says that it can be 
bought even at such a high valuation if one's horizon is 
24 months or more. Otherwise, one can buy on declines. 





For A Smooth Drive 


A few stocks that can give good returns 





Amara Raja Batteries 09.9 
CMP: 1399 











2012/13 % change 
25.25 
33.31 


WHY BUY: Cost-effective and world-class technology from global leader John- 
son Controls, strong brands, growth-hungry management and fast-expanding 
distribution network are the key positives 











Wabco India 
CMP: 12,251 





WHY BUY: Profitability is likely to at over 20% a year. Analysts e 
Ciim wet (ho AME HN 


CMP is current market price on May 13, graphs show share price movement: Data source: Ace Equity 


It is doing well in the export market too, due to product 
quality and rupee fall. The stock can double in three years, 
says Vijaykumar. 

"We expect better times for Motherson Sumi. It has 
already got orders to the tune of €4. 3 billion. The stock can 
touch 1324 in the next 12 months." says Arora of 
Prabhudas Lilladher. On May 2, it was at 126 3.95. 

Amara Raja Batteries: India's second-largest maker 
of lead acid batteries for automotive and industrial seg- 
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April 30, 2014 


Motherson Sumi Systems 
CMP: 1275.95 






"311 


arp in 2011/12 2012/13 96 change 








Net Sales (č crore) 3,528.90 424.34 20.19 
Net Profit (€crore) | 31717 469.62 4807. 


WHY BUY: It is doing well in the export market too, due to 
product quality and rupee fall. It has already got orders to the 
tune of €4.3 billion from EU countries 


CMP is current market price on May 13, graphs show share price movement; Data 
source: Ace Equity 


ments is a debt-free company. It had a net cash of 13300 
crore as on March 201 3. 

The stock has risen 57.63 per cent in the last one year. 
It was at 1409.85 on April 30 this year, as against 1260 
on April 30 last vear. 

Profits have been rising at a decent pace. For the vear 
ended March 201 3, the company reported a net profit of 
1286.71 crore as against 1215 crore in 2011/12 and 
1148 crore in 2010/11. 

Jain of Nirmal Bang Securities is positive on the stock. 
"Amara Raja Batteries is best placed to ride the demand for 
automotive and industrial batteries. Factors like cost-eflec- 
tive and world-class technology from global leader Johnson 
Controls, strong brands, growth-hungry management and 
fast-expanding distribution network are the key positives. 
As most capital expenditure is expected to be over soon, we 
can expect an improvement in the cash flow. We continue 
to believe that the stock will command a premium to com- 
petitors given the company's strong growth prospects." 

"The company has been registering strong operating 
performance over the last two years led by widening reach, 
quality offerings and rising capacity. Consequently, it has 
narrowed the valuation gap with Exide, the market leader. 
We expect it to sustain this performance. The stock can 
touch 3440 in the next 1 2 months,” says Kothari of Angel 
Broking. On May 2, it was at 14 10.85. 

Wabco India: The company makes air brake actua- 
tion systems for commercial vehicles. It is one of the 
providers of electronic braking and stability, suspension 
and transmission control systems to the global commer- 
cial vehicle industry. Its markets include Australia, 
Malaysia, the UK, Singapore, South Asia, North America, 
Venezuela and West Asia. 

The stock rose 7.74 per cent to 12,209 this year till 
April 30. Rohan Korde, analyst, automobiles, Anand Rathi 
Institutional Research, says: "In the near term. the ongo- 
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Gabriel India Ltd 
CMP: 133.85 


April 30, 2014 





53.06 38.15 


WHY BUY: Gabriel is completely focused on innovation and 
increasing productivity, besides reducing costs, working 
capital and overheads. Debt reduction is also a focus area 
for the company 


-28.10 


ing slowdown in demand for commercial vehicles and 
Wabco's heavy dependence on medium and heavy com- 
mercial vehicles (M&HCVs) will weigh on profits. However, 
we are optimistic about the long term as it will be a key 
beneficiary of the recovery in demand for commercial ve- 
hicles, with rising exports adding to the positives. Wabco 
Holdings. the parent. wants to make Wabco a research and 
development hub for global operations. The possibility of 
the government making anti-braking systems mandatory 
for all M&HCVs is an additional positive." 

"Profitability is likely to grow at over 20 per cent à 
vear. We expect good cash generation over the next two 
years due to moderate capital expenditure. The stock can 
touch 32.376 in the next few quarters," says Arora of 
Prabhudas Lilladher. On May 2, it was at 32.1 50. 

Gabriel India: The company makes ride control prod- 
ucts for passenger cars, utility vehicles, commercial vehi- 
cles and two-wheelers. Its markets include Europe. Africa, 
West Asia, Asia Pacific, China, Russia and Far East. 

Since January, the stock has risen 31 per cent: it was 
at 1332.60 on April 30. Its PE ratio is 10.32. Korde of 
Anand Rathi says Gabriel is completely focused on in- 
novation and productivity, besides reducing costs, work- 
ing capital and overheads. It has also taken steps to im- 
prove the working capital cycle. 

"Debt reduction is also a focus area for the company. 
Addition to the customer base, exports and steady re- 
placement sales are future growth drivers. Despite lower 
vehicle demand, it has been able to sustain EBITDA (earn- 
ings before interest, tax, depreciation and amortisation) 
margins of over six per cent, which can be boosted further 
by operating leverage and higher contribution from more 
profitable segments such as exports and replacement. We 
believe it can give positive returns in the next few 
months." says Korde. € 

Courtesy: Money Today 
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election 
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42 varieties of salad leaves, 





Au naturel: Organic Acres grows 


13 of them lettuce, in Rajasthan / 


n a sunny morn- 
ing, peacocks, 
march in a pro- 
cession across a 
narrow path 
lined with mul- 
berry trees. 
Nearby, cows la- 
zily graze, hens cackle, rabbits squeak 
and hop. swarming bees hum on a hive, 
ducks waddle. In this idyllic 40-acre 
farm in Patan Kala, Rajasthan, 90 km 
from Delhi, some of the animals are for 
sale. The ducks are not. “The ducks are 
my natural pest control.” says Ayesha 
Grewal, owner of the Organic Acres 
farm. In what way? The ducks feed on 
mosquito pupae. They also feast on 
snails and other pests, protecting the 
greens and other vegetables the farm 
produces — 13 varieties of lettuce, in- 
cluding Boston, Bibb, Lola Rosa and 
Batavia, white turnips, golden beet- 
roots, Caribbean peppers such as Scotch 
Bonnet, asparagus, artichokes, fennel, 
and Okahijiki. a Japanese land seaweed. 

In India, such produce is "exotic". 
Until recently, none of these would have 
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been cultivated here. High street restau- 
rants imported everything — from salad 
leaves to European vegetables — to daz- 
zle well-heeled customers who paid 
handsomely for their Arugula and Baby 
Radish Salad or the Heirloom Tomato 
(non-hybrid tomato whose seeds are 
typically passed down generations) 
Bruschetta. Domestic production of 
exotic vegetables, however, has been 
growing at a fast clip over the last three 
years. Farms catering to exotic greens 
have mushroomed too — in Manesar, 
Haryana (near Delhi), Pune, Bangalore, 
and Mysore. Their clientele are mostly 
restaurants in five-star hotels. Some ol 
the produce is finding their way into 
retail shops as well. 

Grewal, who started farming exotic 
greens in 201 2, sells them through The 
Altitude Store, her own retail outlet in 
Delhi and Gurgaon. Exotics have been 
flving off her shelves. Her annual 
growth rate is between 150 and 200 
per cent. According to the Indian 
Council of Agricultural Research. the 
market for exotic is growing at 15 to 20 
per cent a year. But most growers, like 
Grewal. are clocking far higher growth 
numbers because of the smaller base. 

The reason is not hard to see. The 
restaurant industry is booming be- 
cause of the country's young popu- 
lation, their growing disposable 

incomes, and a trend towards 
eating out. There is greater 
awareness about international 
cuisine too. The food services 
market in India was estimated at 
$48 billion in 201 3 in a study by the 
National Restaurant Association of 
India and Technopak. In five years, that 
could be worth $78 billion — that is 
nearly what the Indian IT industry cur- 
rently exports. 

While volumes are picking up. res- 
taurant owners are looking to cut im- 
port bills and chefs are exploring ways 
to reduce the carbon footprint of the 
dishes they create. Air transport of food 
implies higher energy consumption re- 
sulting in carbon emissions. 

"Besides carbon footprint, what is 
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becoming important is quality and 
traceability,” says Anupam 
Banerjee, Executive Chef at The 
Ritz-Carlton hotel in Bangalore. 
Banerjee is obsessed with freshness 
and quality. “When you source do- 
mestically, you know it is not being 
mass produced, so the quality tends 
to be good too,” he says. His team 
makes several trips to First Agro's 
45-acre farm in Talakad, 130 km 
from Bangalore. Serpentine roads 
lead to the farm, past the river 
Kaveri, a rocky terrain and the 
breathtaking vineyard of Alpine 
Wineries. The farm is guarded by 
two Rottweilers, four German 
Shepherds, six Labs and a Boxer. 
First Agro, which started pro- 
ducing exotic greens in 2011, has 
adopted ‘codex standards’ to ensure 
toxin- and pesticide-free 
produce. Its exotics 
include 38 varieties 
of tomatoes of all 
shapes and colours. 
A striking purple col- 
oured 'Midnight Blue' 
tomato stands out against 
a cloudy horizon. A pepper 
from Trinidad called Bishop's 
Crown, Peruvian chilli called Aji 
Amarillo, Japanese greens such as 
Mizuna and Mitsuba, wild rocket 
lettuce and Thai greens are some of 
the farm's significant produce. 
"Talakad can be the gourmet 
destination of Karnataka,” says 
M. Nameet, First Agro's Co-founder. 
At dusk. as the lanky 37-year-old 
relaxes with a glass of wine. he often 
talks to Raghavendra Gowda. 
founder of Alpine Wineries, about his 
vision. The idea of agriculture struck 
Nameet, a former pilot, when he was 
flying in Canada. "I had a lot of free 
time. So, I started working with 
farmers and picked up knowledge on 
zero pesticide farming,” he 
says. He teamed up with his 
brother M.V. Naveen and 
cousin K.N. Prasad to form 
the company. While Naveen 
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has worked with 

IGATE and HP, Prasad was with 
Xerox and Wipro. The pilot-techie 
combo has worked well. The com- 
pany supplies to nearly all the five- 
star restaurants in Bangalore and 
ships out daily orders worth around 
2.5 tonne. 

Similarly. there are other entre- 
preneurs in the exotic green business 
who had little exposure to the agri- 
culture sector before. Grewal of 
Organic Acres has a finance back- 
ground. Hamsa V., a techie, started 
Growing Greens in Bangalore in 
2013. The company produces micro 
greens — plants that are in their nas- 
cent stages of growth and whose 
size varies between half an 

inch and two inches. The 
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company's mus- 

tard, sunflower, 

radish, pea 

shoots. red beet 

and carrots are used 

by chefs to enhance the 

visual appeal of their dishes as 

also their flavour. Some hotels dis- 
play it on their buffet counters. 

All this domestic production 
means substantial cost savings for 
restaurants. Exotic lettuce grown in 
India could be 30 per cent cheaper 
than the imported ones. Imported 
cherry tomatoes can cost 11.000 a 
kg whereas the domestically pro- 
duced ones could be priced at 1200. 
While it will always be difficult to 
replicate the thick and less acidic 
pulp produced by San Marzano to- 
matoes grown in Italy's volcanic soil. 
economics and the case for sustain- 
able gastronomy is tilting the scale in 
favour of local sourcing. ® 
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Big Changes in the Offing 


A comprehensive guide to Big Data - what it means, how it helps and what not to do with it 





big data @ work 
Dispelling the 
Myths, Uncovering 
the Opportunities 
By Thomas H. Davenport 
Harvard Business Review 
Press 


Pages: 228; Price: 11.250 


t doesn't take much to figure out the 

hype around ‘Big Data’ — a cursory 

search on Amazon returns 8,594 re- 
sults, a mountain of books on business in- 
telligence to data mining to modeling and 
simulation. In his latest book, Thomas H. 
Davenport cuts through much of this clut- 
ter. He tells you at the outset that his book 
is different. The two decades to 2010 were 
about analytics in its different flavours. 
when tools were invented to support data- 
driven decision-making. The focus subse- 
quently moved to statistical analysis for 
decisions. Big Data, three years old, is a 
different paradigm. It is about large. un- 
structured, fast-moving data. Managing it 
is often about combining a host of different 
skills. It requires a new breed of leadership, 
new company structures, and, above all, 
an understanding of how it could change 
most industries. 

The book is a guide to all of these, as 
also about making effective decisions 
around Big Data. Its real value, however, 
does not lie in the author's sermons. It is 
valuable because Davenport shows, 
through a series of mini case studies, how 
Big Data not just predicts but prescribes 
eflective pills for urgent ailments. One case 
study is on transport company UPS, which 
tracks data on 16.3 million packages 
daily. The data. derived from sensors in 
over 46,000 vehicles, has been used to 
optimise driver routes. This saved the 
company 8.4 million gallons of fuel in 
2011 by cutting 85 million miles off its 
carriers's daily routes. 

Similarly. trucking and logistics com- 
pany Schneider National can tell when 
their drivers brake hard. This has implica- 
tions on safety and often triggers a proac- 
tive discussion with the driver. 

But then Big Data and its usage are not 


about cost savings or better decisions 
alone. Organisations are also figuring out 
ways to monetise it and introduce new 
products or services. Two engaging stories 
here are that of US companies Verizon 
Wireless and LinkedIn. 

Verizon Wireless can sell stadium own- 
ers and basketball teams information about 
people attending a game live — where they 
come from, their ages, their household in- 
comes, among other details. LinkedIn has 
a ‘People You May Know’ (PYMK) feature, 
which recommends to a user other people 
he may want to connect with. The feature 
is a work of Big Data as it assimilates infor- 
mation from common schools some users 
attended, common workplaces. connec- 
tions and geographies. Davenport con- 
cludes that because of this one feature. 
LinkedIn's growth trajectory has shifted 
upwards — compared to other prompts 
LinkedIn sent users to generate stickiness, 
PYMK messages achieved 30 per cent more 
click-throughs. 

Just as there is a lot to learn from the 
success of online start-up companies mak- 
ing eflective use of Big Data, there are les- 
sons on what not to do as well. The book 
highlights a few instances. Many start-ups 
are less than transparent about what data 
they have about the customer; many collect 
data for data's sake without knowing if they 
can ever make good use of it. The risk. the 
author points out. could be in terms of 
regulatory and customer backlash. 

Every chapter ends with an "action 
plan for managers" — more questioning 
than prescriptive. Like all good manage- 
ment books, this one is fashioned to make 
vou think. It is not a book vou would want 
to finish in a hurry because every chapter 
requires deep reflection. @ 

GOUTAM DAS 
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LBNL Science 


Iceotope | 
Dunking 
Server | 
Blades in 
Liquid to 
Keep Them 
Cool 











@ BACKSTORY 


Peter Hopton was an electronics 
engineer at the University of Sheffield 
who, in the mid-2000s, studied the 
history of liquid cooling in 
supercomputers. The way those early 
systems — like the Cray 2 which was 
nicknamed “Bubbles” — worked, was by 


pumping a coolant. The liquid used was 


also less environmentally-friendly. But 
Hopton thought he could go back to 
liquid cooling and do one better. 


@ HOW IT WORKS 


The key component of the Iceotope 
system is its convective cell, which, 
without needing a primary pump. 
transfers heat from the immersed 
servers to the special fluid and then to 
water. The water circulates inside a 
system of internal plumbing and comes 
out several degrees hotter. This hot 
water, in turn, can be used to supply 
heat to buildings where the servers are 
housed. The engineers tested the cell 
with 61 different liquids before settling 
on the 3M Novec 1230 fluid, which is 
otherwise used in fire extinguishing 
equipment. The company is now 
working with another fluid, the Galden, 
this time from one of its key investors. 
Solvay, a Belgian chemicals company. 
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iquids and electronics don't seem to ! ’ 
mix — ask all those who have spilt / — ; Y 
coffee on their keyboards. But thats — / f \ 
because coffee isn't a liquid with the right DE" | 
properties. Iceotope. a UK-based 3M 
company, has created a system that —* 
immerses server blades — literally dunks Fluid 


them — in a special fluid. Not only does this ey / 
make the cooling system silent. without the N / 
whirr of the fan or the hum of the AC, the "a — 


company says it reduces the power load of 
energy-hogging data centres by half. 


PETRI 
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ILLUSTRATIONS BY RA] VERMA 


Iceotope's innovation came from studying cooling 
systems in the early days of computing when 
liquid coolants were used. 


IMMERSED SERVERS: — 
Computing produces heat on 

the motherboard, which is 
immersed in an inert fluid. 
Natural convection transfers 
this to a heat plate which is 
ribbed to maximise the 
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AN ALUMINIUM BLOCK: 
Separates the water from the 
electronics. Leak-proof valves 
allow water through, gravity 
circulates it and it collects heat 
from the plate. The server blade 
fits snugly into a cabinet. 











HEAT FOR BUILDINGS: 
Water circulates through the 
entire cabinet like an elaborate 
supply system. The outgoing 
water can even be used for 
heating the building where 

the servers are housed. 





If you are a cool nerdy start-up, and would like to be featured 
in these pages, write to us at btscience@intoday.com 






Video demonstration of Iceotope's system at 
ww.businesstoday.in/iceotope-demo | 


“If you don't know 
your market, it. 
can end up driving 
the business 

in the wrong 
direction" 


PETER HOPTON 
Founder and CEO/Iceotope 


€ COMPETITORS 


Green Revolution uses mineral oil as the immersion fluid, 
which is considerably cheaper than the 3M Novec fluid. 
but Hopton says the costs even out over an extended 
period and the Iceotope svstem is safer because the fluid 
used is non-flammable. But Iceotope has Hong-Kong based 
Allied Control and US-based LiquidCool in the fray which 
also use dielectric fluids. 


© LEARNING CURVE 


Hopton's big lesson: Realising how important it is to know 
one's market. In 2009, Iceotope tried to gain traction in 
the financial services market and even secured a case 
study with Credit Suisse. But it soon realised it was the 
wrong market to pursue: buyers were conservative and 
used to dealing with big brands, not a brash start-up. “I! 
you don't know your market, it can end up driving the 
business in the wrong direction," says Hopton. 

Lesson No.2: Study the IP landscape. Spend three times as 
much time studying other people's patents as you do 
writing vour own. The common mistake is to go to the 
patent office the very next day after inventing something. 
pay money and have the patent pending. Hopton says that 
is probably the worst way to do it. 


@ INDIA CONNECT 


India is one country on his list, says Hopton, 
acknowledging there are several data centres here, and it is 
a high growth market. Schneider Electric, one of its major 
investors, and already present in India, could become 
Iceotope's channel to market. 


VIRAT MARKANDEYA 
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To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box 


Flexi Partners 

Head Sales 

Location: Bengaluru / Bangalore 
Job ID: 14990013 


Description: Candidates with 15+ yrs of 
experienced from real estate background 
preferred. 


Hector & Streak Consulting Pvt. Ltd. 
Head Marketing & Sales 

Location: Delhi 

Job ID: 15287746 

Description: Plan, co-ordinate and 
implement overall marketing strategy and 
budget for existing and new outlets of 
company , to increase market share and sales 
volumes, realize targeted margins, thus help 
grow the retail operations business. 


Vitasta Consulting Private Limited 
National Sales Manager 

Location: Mumbai 

Job ID: 153C1806 

Description: At least 15-18 years of 
experience in Pharmaceutical Sales 
Management with adequate exposure across 
therapies like Gynecology, Ortho, Anti- 
infective, Nutrition, GP / CP segments etc. 


dEEVOIR Consulting Services Private 
Limited 

Senior Manager - P2P 

Location: Kolkata 

Job ID: 15167662 

Description: Minimum of 8 to 12 years of 
experience in accounting functions, R2R 
and end to end Procure to Pay Cycle. 


Virtela 


p Capgemini 





abanel 


Virtela India Private Limited 

Director - Security Operations 

Location: Mumbai 

Job ID: 15277835 

Description: In-depth hands-on experien 
in handling 24*7 operations in Glob 
MSP/ISP/IDC/NOC/SOC outsourcii 


and shared services environment. 


Capgemini Business Services Ind 
Limited 

Senior Leadership 

Location: Chennai 

Job ID: 15288847 

Description: Responsible for Servi 
Delivery for a huge team. 


CRY-Child Rights and You 

Senior Manager - Grants - Resour 
Generation HO 

Location: Delhi 

Job ID: 15222709 

Description: Responsible for raising fun 
Írom foundations and trusts, both Indi; 
and foreign. 


Abanel Management Consulting Pvt. Li 
Senior Manager Professional Services 
Location: Bengaluru / Bangalore 

Job ID: 15166094 

Description: Sr Manager manages t 
implementation of projects in Professio 
Services working closely with engineers 
solution specialists in an innovative and Í 
paced environment. 


»» And click the "Go" butto 


Have you ever felt the urge to compare your salary? 


Now, you can do 
more than that with 
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* Salary Comparison 


Salary calculator 
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¢ Salary Negotiation Tips 


http://my.monsterindia.com/calculate_salary.htm| 
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IT Jobs brought to you by monster.com 


CedarCrestone Software India Pyt. Ltd. 
Oracle Financials Functional Consultant 
= Location: Hyderabad / Secunderabad 


Cisco Systems India Private Limited 
L2,L3 Development for Data center 


abroad Location: Bengaluru / Bangalore — 
axis b ID: 15229008 
ob ID: 14918294 —— | — 
— ^ ‘notion: You will h h Los = Description: Functional experience in 
cei a sma i iil Financial modules, specifically R12.1.3: 
to work in a brand new switch project as [art — ted pee * os " X 
of the software engineering team of Insieme paves DONORS: FUPVOSURES TEARS, 
' BU bangalore. Accounts Receivables, Fixed Assets, 
Purchasing, iProcurement, iExpense. 
Mastek Limited Robert Bosch Engineering and Business 
Technical Lead Solutions Limited 
Location: Pune «9 BOSCH Linux Device Driver 


Jobs ID: 15282304 
Description: Ability to suggest solutions is 
a technical Go-To person for the entire Java 
development team. 


Polaris Software Lab Limited 

Abinitio Developer 

Location: Mumbai, Pune 

Job ID: 15270757 

Description: Candidate must have 
knowledge about Abinitio, Oracle / PL 
SQL and Unix. 


Thomson Reuters 

Associate Software Engineer 

Location: Hyderabad / Secunderabad 

Job ID: 15237360 

Description: 1.5 - 2 years of full-time 
programming experience. 





Cognizant 


Location: Bengaluru / Bangalore 

Job ID: 15293716 

Description: Good programming and 
debugging skills (C/C++) for 
multithreaded software development. 


Fidelity Business services 

Software Engineer/ Sr. Software Engineer 
Location: Bengaluru / Bangalore 

Job ID: 15289652 

Description: Hands-on development in 
Core Java, J2EE, Spring framework, JSP, 
Servlet, JQuery, XML and Java Script. 


Cognizant Technology Solutions India 
Pvt Ltd 

DW Tesung Professionals 

Location: Coimbatore 

Job ID: 15297292 

Description: Looking for DW testing 
Professionals with 3- 15 yrs experience. 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box >> And click the "Go" button 
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1 €" Monster on mobile helps you find candidates 
anytime, anywhere 
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Get Lucky. Get Active with Monster. 
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Sales and Marketing Jobs brought to you by monster.com 





Fujitsu Consulting India Private Limited 
Corporate Communication - Internal 
Location: Pune 

Jobs Id: 15285741 

Description: Looking for candidate with a 
sound background of Corporate 
Communication. 


Gati Kintetsu Express Private Limited 
Executive Sales & Marketing 

Location: Kanpur, Lucknow 

Jobs ID: 15255269 

Description: To ensure Business Retentior 
by maintaining good relationship witl 
existing Customer. 


FUJITSU 





st symphony 
teleca 


KRM Global 


leap ahead 


Symphony Teleca Corporation India 
Private Limited 

Sr.Business Development Executive 
Location: Pune 

Job ID: 12516676 

Description: Must have Lead / Demand 
Generation experience with US Market 
with leading IT Services Company at least 
for 1.6-2yrs. 


KRM Global 

Sales Profile (Material Handling/ Industrial 
Storage) 

Location: Chennai, Baroda 

Job ID: 15289011 

Description: He should have experience 
into dealer management and should be 
willing to travel. 


Leapahead Global Manpower Solutions 
Sr. Marketing Executive 

Location: Delhi, Sonipat / Sonepat 

Job ID: 15242359 

Description: Minimum 2-3 years of 
relevant work experience in Consumer 
product marketing for FMCG. 
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Sumedha Consultancy Services Privati 
Limited 

Marketing Executive / Sales Executive 
Location: Hyderabad / Secunderabad 

Job ID: 12561221 

Description: Ideal candidate should have 
good communication skills. 


MakeMyTrip.com 

Regional Marketing Manager (North) 
Location: Gurgaon 

Job ID: 15291146 

Description: Keen understanding of thi 
competitive environment and regiona 
players. 


Grassroots BPO Private Limited 

Store Sales 

Location: Bengaluru / Bangalore 

Job ID: 15294150 1 
Description: Min lyr experience in Store 
Sales/Direct sales. 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box >> And click the "Go" button. 
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Connects people to Brands on 
the Most Active Social Network. 
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Get Lucky. Get Active with Monster. 
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Finance Jobs brought to you by monster.com 
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Boeing 

Financial & Accounts Analyst 

Location: Delhi 

Job ID: 15280440 

Description: Execute internal controls and 
ensure oversight as it pertains to company 
financial policies and regulations. 


Golden Opportunities Private Limited 
Manager Cash Management 

Location: Chennai 

Job ID: 15263254 

Description: Person should have sound 
knowledge of clearing, RTGS, NEFT, 
NECS, ECS systems. 


MSCI Services Private Limited 
Accountant 

Location: Mumbai 

Job ID: 15292871 

Description: Assist Legal Entity Controller 
on day to day finance operations, Handle 
full sets of account etc. 


Intellectual Capital Hr Consulting 
Private Limited 

Consultant (Internal Audit) 

Location: Mumbai 

Job ID: 15267998 

Description: Responsible for executing 
client related engagements in the areas of 
governance, risk & compliance (GRC), 
internal audits, process reviews, etc. 


Better Candidates 


With Monster's extensive database and 
advanced technology, finding the righi 
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candidate is easy 
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Get Lucky. Get Active with Monster. 
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Sand Martin Consultants 

‘Manager Finance & Accounts’ 

Location: Noida 

Job ID: 14447077 

Description: The candidate will be 
responsible to take care of all Finance & 
Accounts functions of the Company, its 
associate companies as well as branches. 


CareerNet Technologies Private Limited 
Finance Controller 

Location: Bengaluru / Bangalore 

Job ID: 15166555 

Description: Should have experience as a 
finance controller/ head in managing the 
finance function for the last 2 years. 


Zeeboombaa Manpower 

Senior Accountant 

Location: Chennai 

Job ID: 15275573 

Description: Working Knowledge in TDS, 
Service Tax, Sales Tax, VAT, ESI, PF is 
added advantage. 


WNS Global Services Private Limited 
Manager - Internal Audit - Risk 
Management and Audit 

Location: Pune 

Job ID: 15220634 

Description: Design scope of audit 
assignments covering internal controls & 
policy guidelines for domestic and 
international business units. 
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Charting a 
New Flight 


ASHOK KAPUR is [lying 
high. The Promoter- 
Chairman of Krishna 
Group, a component 
manufacturer-supplier to 
top automobile 
manufacturers, including 
Maruti, Honda. Ford, Fiat 
and GM, has tied up with 
Dubai-based airline 
Ilydubai as its exclusive 
ticketing partner in India. 
Flydubai has announced 
10 new flights connecting 
Dubai with Delhi, Kochi 
and Thiruvananthapuram. 
"We already had à 
presence in the travel 
business. In the new 
division (SKH Aviation), we 
are starting with ticketing 
and visa services lor 
Illvdubai. We will be the 
general sales agent for 
Ilvdubai in India. The next 
step will be cargo and our 
ultimate aim is to launch a 
domestic airline under a 
joint venture with 
lydubai,” says Kapur. The 
airline will expand its 
services to Ahmedabad. 
Lucknow, Mumbai and 
Chennai in future, he adds. 
Launched in 2009, 
flydubai has a fleet of 36 
aircraft and has placed 
delivery orders of another 
100 passenger jets by 
2023. Kapur, who chairs 
an auto component 
business of some 13,500 
crore in revenues, says he 
sees strong potential in the 
aviation business with 
Ilydubai, given the growing 
business relationship 
between UAE and India. 
AJAY MODI 
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— Nearly four years after entering India, Japanese technology giant Konica 
Minolta has captured 51 per cent share of the production printing market. 
Says YUJI NAKATA, 48, the new Managing Director of Konica Minolta India: 
“When we started India operations, the size of the production printing 
market was some 400 units. By last year, it had risen to nearly 1,000 units. 
My vision is to not only take away market share from others but also expand 
the market." The 3300-crore Konica Minolta India works with four partners 
who sell and service products on its behalf. “Almost 40 per cent of photo 
albums are now printed on our engines." Nakata adds. 
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| Konica Minolta betting big on India's printing mark 
| Read more at businesstoday.in 


Hail Hyderabad 


K.T. RAMA RAO has ambitious plans for Hyderabad. “I want it to be the lirst city in 
country to be fully Wi-Fi enabled. It is an ambitious goal but | want to ensure it 
happens ASAP. If San Francisco and Rio can do it, why can't we?” he says. Son í 
Telangana Chief Minister K. Chandrasekhar Rao. and IT and Panchayat Raj mii 
in his cabinet, Rama Rao says he also wants to leverage 4G technology to try ou 
e-learning and e-health across the newly created state. "Why can't a primar) 
centre in rural Telangana get the help of super specialists in Hyderabad, he as! 
A postgraduate in Biotechnology from the University of Pune and at 
Marketing and E-commerce from Baruch College - The City University 
York, Rao, 38, worked in the US for some vears before returning to Indi 
and politics. As minister, he is currently working on setting up an 
incubation facility with a seed 
fund, which will spur product 


development and enable budding 


healt 
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entrepreneurs to try oul new idea 
E. KUMAR SHA 


ma M dá 


» Video interview with K.T. Ra 
www.businesstoday.in 





$ Master Planner 
LEE MILLER, Vice President and Director of buildingSMART Implementation at HOK, was in India 
recently. He was invited by American MNC Autodesk to speak on the different trends shaping the 
industry, HOK is a US-based design, architecture and engineering company that was involved in the 
design and planning of Delhi's Terminal 3 (T3) airport. Said Miller: “My role means that I am 
implementing design strategies and lot of new technology process on the innovative side. How do we 
use that technology in practice?” In India, Miller has worked on airports, office buildings, a residential 
building and a lot of master planning projects, 
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VINITA SINGHANIA 


Vice Chairman & Managing Director 
JK Lakshmi Cement 


My first role model 

My eldest brother-in-law 
Hari Shankar Singhania. He 
was the most powerful; 
uniting factor inthe 
Singhania family. He taught 
me to take up challenges 


My first job 

Destiny pushed me into 
business. After my husband 
Shripati Singhania’s 


Behind the scenes with Vinita Singhania at 
www.businesstoday.in/jk-singhania 


rhe. 


untimely demise, | joined 
Straw Products Ltd, a JK 
Group company, as an 
executive in early 1989 


My first boss 
Hari Shankar Singhania 


My first promotion 

As a reward for a few bold 
decisions | had taken Since 
my induction into the 


company, | was 
redesignated a 
Whole Time Director 


My first disappointment 

| accept things as they 
happen so#hat leaves very 
little room Tor 
disappointments 


Photo by Shekhar Ghosh 
As told to Ajay Modi 
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Switch to Pepsodent, Expert Gum Care 
E for Healthier Gums‘ and Stronger Teeth. 
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Managing finances, helping corporates take calculated 


ic 
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risk, Strategise mergers and acquisitions is all in a dav's 
work ror the world's biggest knowledge leaders; 


McKinsey, E&Y, KPMG, PwC to name a few 
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Brigade Group, one of South India's leading property 
developers, is the playground to some of the best 


consultinga firms int | IC Wor fe With state-of-the-art 


infrastructure, innovative thinking and professionalism, 


Brigade Group has set a benchmark for the rest 

tI mercial real estate secto! 

«Viva ~ SLA | , | ^ ic wr fing ET ler aV ~? cory 
VVvnen Know leage leaders or The worid nave cnose 


Brigade Group as their home, need we Say more 
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CREDAI CNBC AWAAZ e CREDAI 
Real Estate Awards 2013 Real Estate Awards 2012 Real Estate Awards 2012 
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in Bangalore (Citu based) BI of the Yeor 


ACCE BILLIMORIA Award 
Best Construction in 


J rise mungangs 


I800 102 9977 or +91-80-40467666 | BrigadeGroup.com 


ror a better Quality of lire. Uparade to Brigade 


